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OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


TUESDAY, JANUARY 31, 1956 


House or REPRESENTATIVES, 
CoMMITTEE OF MercHAnt MarIne AND FIsueErtes, 
Washington, D. C. 

The committee met at 10:05 a. m., pursuant to call, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The Cuatrman. The committee will come to order. 

The Chair would like to announce the appointment of the Board 
of Visitors to the Coast Guard Academy, Mr. Robeson of Virginia, 
Mr. Clark, and Mr. Seely-Brown; and to the Merchant Marine 
Academy, Mr. Dingell, Mr. Kluczynski, and Mr. Allen. 

The purpose of ‘the series of hearings which we are commencing 
today is to explore fully the operation and administration of the 
Cargo Preference Act which was enacted as Public Law 664, 83d 
Congress, 2d session. I am sure that all present are familiar with 
this legislation, which provides, among other things, that at least 50 
percent of all the United States cargoes given away or sold for foreign 
currencies must be transported overseas on privately owned United 
States flag vessels, provided such vessels are available at fair and 
reasonable rates. 

Early in the 1st session of the 84th Congress this committee held 
thorough hearings on the operation of Public Law 664 in relation to 
the s agricultural ‘surplus programs, with specific reference to allega- 
tions then appearing in the press to the effect that the lack of American 
bottoms was delaying export shipments of agricultural commodities 
under Public Law 480, 88d Congress. 

It will be recalled that, on the strength of Government and indus- 
try testimony in these hearings, the committee concluded that there 
was no basis in fact for the charge that shipments to foreign countries 
of surplus agricultural commodities were being delayed by reason of 
the Cargo Preference Act. At that time the committee felt that im- 
provements could be made in the administration of the act, with 
particular regard to improving the efficiency of interdepartmental 
coordination among the several agencies involved. The committee’s 
report made rec ommendations to that end. 

Now, 1 year later, we still hear charges that the 50-50 shipping law 
iS impeding our programs for the export of surplus agricultural 
products. One of the principal allegations is that foreign govern- 
ments have refused to negotiate or have withdrawn negotiations for 
the purchase of such products, by reason of Public Law 664. 

Another allegation is that the law requires additional shipping 
costs to be incurred and that these additional costs are fast dissipating 
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the funds available for the purchase of surplus commodities. It has 


also been stated that the 50-50 policy is discriminatory in character 


and establishes a precedent on a worldwide basis which is encouraging 


other maritime countries to adopt retaliatory discriminations in favor 
of their own national flag. 

These various charges vive me oreat concern, particularly since 
Public Law 664 was not really new legislation but merely enacted into 
permanent law provisions of similar nature which had theretofore 
appeared In numerous appropriations and mutual aid statutes, and 
which had become recognized by the Congress as a part of the national 

shipping policy of the United States Government. Therefore, 
through these hearings, I hope we will be able to develop in the fullest 
possible fashion the true facts in connection with the allegations 
which have been made. 

During these hearings we will first hear from the Government 
departments primarily concerned with the operation and administra- 
tion of the Cargo Preference Act. We have requested the appear- 
ance of representatives of the Department of Agriculture, Depart- 
ment of State, the International Cooperation Administration, and 
the Department of Commerce. Then we want to hear from the 
various farm groups so we can learn directly from the representatives 
of the American farmer whether or not his best interests are in any 
Way being jeopardized by reason of Public Law 664. We have also re- 
quested representatives of the American ste amship operators to appear 
to express their viewpoints and give an accounting of their cooper- 
ation in carrying out the provisions of the 50-50 law. 

Finally, realizing the importance of 2-way trade to the economy 
of all the nations of the free world, we are providing an opportunity 
for 1 or 2 representative spokesmen for European shipping interest 
to present their views to the committee. 

Before calling the first witness I wish to state that under date of 
January 10, 1956, I wrote to Secretary Benson, of the Department of 
Agriculture, advising him of our plan to hold these hearings and to 
request that appropriate officials of his Department be prepared to 
testify on all phases of the Cargo Preference Act and the agricultural 
surplus programs. I also requested specific data concerning all Public 
Law 480 programs, including a statement listing all cases wherein 
foreign nations have refused to negotiate or have withdrawn negoti- 
ations for the purchase of our agric ultural products alleging our 50—50 
law as the reason. 

My letter of January 10 and Mr. Benson’s reply of January 27 will 
be inserted in the record at this —- 

(The letters referred to follow: 

Housr OF REPRESENTATIVES, 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C., January 10, 1956. 
Hon. Ezra T. Benson, 
Secretary of Agriculture, 
Department of Agriculture, 
Washington, D. C. 

DEAR Mr. SECRETARY: ae the 83d Congress Public Law 664 was enacted to 
provide, among other things, that at least 50 percent of all United States cargoes 
given away or sold for fore en currencies must be transported overseas on pri- 
vately owned United States-flag vessels, provide such vessels are available at fair 
and reasonable rates. Early in the 1st session of the S4th Congress, this com 
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nittee held thorough hearings on the operation of Public Law 664 in relation to 
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the agricultural-surplus programs, with specific reference to al 
pearing in the press to the effect that the lack of American bottoms was delaying 
‘port shipments of agricultural commodities. These hearings failed to produce 
the slightest evidence to support the charge that shipments abroad were being, or 
n fact, could be, delayed by the lack of American-flag privately owned vessels 

As you are aware, however, there have been charges that the 50-50 shipping 
law is impeding our programs for the export of surplus agricultural products 
One of the principal allegations is that foreign nations have refused to negotiate 
or have withdrawn negotiations for the purchase of such products by reason of 
Public Law 664. Another is that the law requires additional shipping costs to be 
neurred and that these additional costs are fast dissipating the funds available 
for the purchase of surplus commodities. 
Frankly, Mr. Secretary, I am anxious to know the true facts in connection with 
ese allegations. Accordingly, it is my intention to call hearings again within 
the next few weeks so that we may thoroughly explore the entire subject. To 
this end we expect to call witnesses from your Department and other depart 
nents concerned with the marketing and transportation of commodities in Goy- 
ernment programs. Therefore, | would appreciate it if the appropriate repre- 
sentatives of the Department of Agriculture will be prepared to testify on all 
phases of the subject when the hearings are called. They may wish to contact 
Mr. Ralph E. Casey, chief counsel to the committee, as to the scope of the 
hearings. 

In the meantime, I should like to have from you at the earliest possible date 
a) a statement, with pertinent data such as country, commodity, dollar value, 
ete., of all Public Law 480 programs and transactions which have been complet 2d 
to date, and (0) a statement listing all cases wherein foreign nations have refused 
to negotiate or have withdrawn negotiations for the purchase of our agricultural 
products alleging our 50-50 law as the reason. In this connection, I would like 
to have the details of these transactions, including instances in which negotia 
tions were later reopened and carried to consummation, the present status of 
negotiations which have not been concluded, and any other reasons, other than 
the 50-50 law which may have influenced the action of the countries involved. 

Sincerely, 


legations then ap 


t} 


Herbert C. Bonner. Chairma? 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, January 27, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries 
House of Representatives. 

[yeAR CONGRESSMAN BONNER: This is in reply to your letters of January 10 
ind 16, 1956, regarding Public Law 664 as it applies to title I of the Agricultural 
Trade Development and Assistance Act of 1954. 

You requested a statement listing all cases where foreign nations have refused 
to negotiate, or have withdrawn negotiations, for the purchase of our agricul- 
tural products, alleging the cargo-preference law as being the reason. 

In the case of Denmark, a formal offer of a title | program was submitted by 
our Embassy to the Prime Minister of Denmark on March 11, 1955. The com- 

odity composition of the program amounted to $7.7 million worth, at export 

larket values, of wheat, corn, and tobacco, with a Commodity Credit Corporation 
ist of $10 million. On April 1, 1955, the Danish Government formally replied 
that it would be pleased to enter into negotiations about the program if the 
United States Government found it possible to reconsider the question of apply- 
ng the cargo-preference provision. Subsequent efforts to obtain acceptance 
by Denmark of the application of the 50-50 provision were unavailing. 

In the case of the United Kingdom, prolonged negotiations were conducted 
ast year regarding the purchase of $15 million worth of tobacco, under which 
the sterling received would be used to construct dependent housing for the 
United States Air Force. It was the position of the United Kingdom that cargo 
preference was acceptable only on foreign-aid programs and not on trade pro- 
“rams. In order to reach a satisfactory agreement with respect to this pur- 
chase of tobacco, it was necessary to provide that the sterling received in pay- 

ent would be granted to the United Kingdom for use by its defense forces. The 
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United Kingdom in turn agreed to construct housing of equivalent value which 
would be made available to the United States Air Force at a nominal rental. 
Negotiations conducted with the United Kingdom this year have met the same 
type of opposition, and attempts are again being made to find some solution 
whereby a satisfactory agreement can be consummated. 

A statement showing the commodity composition and dollar value of all Public 
Law 480 agreements entered into through December 31, 1955, is enclosed. A 
tabulation showing all vessels approved under title I programs with appropriate 
detail regarding registry, tonnage, and freight rates, differentials and costs, is 
being prepared for the Senate Committee on Interstate and Foreign Commerce, 
and a copy thereof will be supplied to your committee. 

As suggested, we will get in touch with Mr. Casey regarding the date on which 
the Department’s representatives will appear for the hearing. 

We will be pleased to furnish additional data upon request. 

Sincerely yours, 
Ear L. Bortz, 
Assistant Secretary. 
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oxrimate quantities of commodities in programs under agreements 
signed through Dec. 31, 1955, title I, Public Law 480 


rain sorghums 
5,056,000 pounds 
eed oil, soyb 


nd/or wheat 


The Cuatrman. I regret to hear that Secretary Butz is sick. 
understand that Mr. Garnett will appear in lieu of Mr. Butz. 

Do you care to bring any of your assistants with you? 

Mr. Garnerr. I would like to if I may. 

The CuatrmMan. Bring them right up. 

Will you give your full name and background, and then, at the 
same time, the names of your assistants and just who they are so we 
may have that at the beginning of the record. 


STATEMENTS OF GWYNN GARNETT, ADMINISTRATOR; RAYMOND 
IOANES, EXECUTIVE ASSISTANT TO THE ADMINISTRATOR; 
PATRICK O'LEARY, CHIEF, EXPORT PROGRAMS BRANCH, FOR- 
EIGN TRADE PROGRAM DIVISION; AND MARTIN J. HUDTLOFF, 
DIRECTOR, TRANSPORTATION AND WAREHOUSING DIVISION, 
COMMODITY STABILIZATION SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Garnerr. Yes, sir. My name is Gwynn Garnett. I am Ad- 
ministrator of the Foreign Agricultural Services. 

At my left is Mr.— 

The Cramman. Just a minute. 

You are the Administrator. How long have you been Adminis- 
trator? Let’s learn something about you. 


Mr. Garnerr. I have been Administrator for approximately 9 
months, sir. 
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The Cuairman. Were you previously in the Department ‘ 

Mr. GARNETT. No, sir. 

The CHatrrmman. What were you doing be fore then ? 

Mr. Garnerr. I was in charge of international trade development 
for the American Farm Bureau Federation, for the preceding 5 years. 
And for the 5 years preceding that I was in charge of the food and 
agricultural program in Germany. 

The Cuatrman,. For whom? 

Mr. Garnetr. Well, first, for the military, the Office of Military 
Government, and then for the United States High Commission. 

The Cuatrman. Who are the other men / 

Mr. Garnerr. The man at my left is Raymond Ioanes, Executive 
Assistant to the Administrator, who, for the last year, has been in 
charge of Agriculture’s work in implementing the Public Law 480, 
title 1 program. Mr. Ioanes has been with the Department of Agri- 
culture for a good many years except for approximately a 2-year 
period in Germany. 

The Cuarman. What was he doing in Germany ? 

Mr. Garnetrr. He was working with the food and agricultural 
program under the military government. 

The man at my right is Martin J. Hudtloff of the Department of 
Agriculture. 

Would you explain your exact duties, Mr, Hudtloff? 

Mr. Hupriorr. Mr. Chairman, | am Director of Transportation and 
Storage Services for the Commodity Stabilization Service for the 
Department of Agriculture. I have held that position since the Ist 
of July 1949. Prior to that time I was with various other Govern- 
ment agencies, the Treasury Department and the Federal Works 
Agency. 

The Cuarmman. You are a career employee of the Government ? 

Mr. Huprvorr. Yes, sir; I am. 

The CHarrman,. All right, sir. 

Mr. Garnerr. Another man who is here and who we may call on is 
Mr. Pat O'Leary. 

The CnatrmMan. Bring him right up. 

Mr. Garnerr. Mr. O’Leary works in the Foreign Agricultural 
Service, and deals with the problems that we face in implementing 
the cargo preference. Mr. O’Leary is a lawyer by training and has 
been in the Department of Agriculture since 1941. 

I am sorry, Mr. Chairman, that Mr. Butz is not available. With 
your permission, | would be glad to proceed with his statement. 

The CatreMan. You may proceed. 

Mr. Garnetrr. The Department is pleased to appear before this 
committee to discuss the application of cargo preference to shipments 
of agricultural commodities sold for foreign currencies under title ] 
of Public Law 480. 

Since the inception of the title I program, agreements have been 
entered into with 22 countries providing for the sale of approximately 
S517 million worth of commodities at export market value. The cost 
to the Commodity Credit Corporation of financing these sales will be 
about $769 million. Ocean-freight costs involved in moving these 
commodities and financed by the United States will amount to about 
$53 million. ; 
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The export-market value of the commodities plus the amount of 
ocean freight financed, except for differentials absorbed by the United 
States, is paid by the importing countries in their own currencies. 

In applying the cargo-preference law to the program at least 50 
percent of each commodity to each country is required to be moved on 
United States-flag vessels, if available. Also, at least 50 percent of 
shipments in each of the categories, liner, tramp, and tanker, are re- 
quired to move on United States-flag vessels, if available. 

Compliance with these requirements is assured through prior ap- 
proval by the Department of all vessel charters and liner bookings. 

The Commodity Credit Corporation finances ocean-transportation 
costs on United States vessels when such vessels are required to be 
used in order to assure compliance with the provisions of the Cargo 
Preference Act. The amount by which freight costs on such vessels 
exceed the prevailing rate on foreign-flag vessels is absorbed by the 
United States. 

Ocean-transportation costs on United States vessels over and above 
that necessary to comply with the provisions of the Cargo Preference 
Act and on third-country vessels is financed only to the extent that the 
importing country is unable to pay such costs. Transportation costs 
on vessels of the importing country are not financed under the 
program. 

A complete tabulation of all vessels approved through December 31, 
1955, by flag, and showing the shipments financed, has been furnished 
to the committee. This tabulation will show that approximately 53 
percent of the total tonnage was approved for shipment on United 
States-flag vessels. Tramp tonnage was about 81 percent of the total, 
liner tonnage about 18 percent, and tanker tonnage about 1 percent. 

The 18-percent liner tonnage breaks down, 13 percent United States 
flag and 5 percent foreign flag; tramp tonnage divided about 40 per- 
cent United States and 41 percent foreign, the 1 percent in favor of 
foreign tramps being the result of the shortage of United States-flag 
tramps to carry wheat to Yugoslavia during February of 1955. That 
situation was discussed with this committee on February 8, 1955. 
Since that time no appreciable difficulty has been experienced in the 
chartering of sufficient United States-flag vessels. 

The Department of Agriculture is firmly convinced that the main- 
tenance of our merchant marine fleet is essential to national welfare 
and security. However, such governmental support as is necessary 
for maintenance should be directly provided and should not be at 
the expense of the farm program. 

I use the word “expense” in this connection to connote not so much 
monetary expense as the expense of curtailed dispositions of surpluses 
under the program and hampered efforts to obtain the liberalization 
of restrictions against the commercial importation of United States 
agricultural products into maritime nations. 

The Department reported favorably on S. 2584, a bill to exempt the 
title I program from cargo preference, for the following reasons: 

First, we have lost opportunities to move commodities to a number 
of countries. 

As stated in our letter to Chairman Bonner, only one country— 
Denmark—has definitely rejected the possibilitv of negotiating a 

title I program because of cargo preference. Difficulties in securing 
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acceptance of cargo preference by three other maritime nations have 
delayed negotiations for extended periods. These negotiations have 
not been terminated, however, and we are continuing our efforts to 
overcome this resistance. 

It is impossible to estimate with any degree of accuracy the value 
of commodity movement lost because of this problem. In the case 
of Denmark, the amount of the program rejected was $7.7 million. 
Had that program been accepted by Denmark last year we might 
possibly have had a program this year also. 

With regard to the other three countries, we believe that at the 
present time programs totaling about $40 million might be possible 
if the cargo preference question were resolved. 

Second, the cargo preference requirement has resulted in added 
cost to the farm program. 

It is necessary to provide dollar financing of ocean freight charges 
on United States-flag vessels required to be used. Total freight ap- 
proved for financing , during 1955 was about $31 million. About $12 
million of this was on United States vessels required to be used in 
programs with maritime nations which carried all or substantially 
all of the non-United States-flag tonnage in their gwn vessels. In the 
absence of the United States-flag requirement these countries could 
be expected to participate in the program without any financing of 
ocean freight by the United States. 

In addition to financing the freight charges on United States-flag 
vessels required to be used, it is necessary for the United States to 
absorb the differential resulting from use of such vessels where ship- 
ment would be cheaper on foreign-flag vessels. On vessels approved 
during 1955 differentials amounting to about $3 million will have been 
paid by CCC. This amount will not be covered by foreign currency 
payments of the importing countries. 

Third, the cargo preference requirements is hampering our efforts 
to obtain trade liberalization on agricultural commodities. 

Many importing countries discriminate against imports of United 
States commodities through quotas, exchange controls and other re- 
strictions. We are making a determined effort to obtain liberalization 
of such restrictions as part of our overall program to expand exports 
of United States farm commodities. Obviously, it is difficult for the 
United States to argue for the lifting of restrictions while imnosing 
restrictions of its own. Maritime nations argue that the freedom of 
their merchant fleets to compete in the world market is as important 
to them as the freedom of our farmers to compete in the world market 
is to us. 

In conclusion. I want to point out that the problem of disnosing 
of our farm surpluses is one of the most difficult confronting the 
Nation. The application of cargo preference to the title I sales pro- 
cram, as I have said, makes the job even more difficult. We think 
the requirement should be made inapplicable to this program. 

The CuHatrman. Thank you. 

Mr. Tollefson ? 

Mr. To.ierson. In your statement you say that agreements have 
been entered into with 22 countries providing for the sale of approxi- 

mately $517 million worth of commodities at export market values. 
That is about on-third of your total program, is it not? 

Mr. Garnett. One-half, sir. 
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The total authorization ot title i. Public Law LSO, is S11, billion 
Mr. Touierson. You have agreed to dispose of $517 million worth ¢ 
Mr. Garnetrr. Yes, sir. 

Mr. Totuerson. That is a third, is it not? 

Mr. Garnerr. $769 million is the authorization. That applies to 
Commodity Credit Corporation investment. So that is slightly more 
than half. 

Mr. Touterson. How long has the program been underway ? 

Mr. Garnerr. The act was signed July 10, 1954. 

Mr. Totterson. And how long does the authority run / 

Mr. Garnerr. The authority runs until June 30, 1957. 

Mr. Totierson. So you have entered into agreements for disposition 
of about half, and you have about a year and a half yet to run. 

Mr. Garnerr. That is correct. 

Mr. Totierson. Now, with respect to some of these nations refusing 
to buy, you mentioned the nation Denmark having rejected a $7.7 

iillion deal of some kind. Did the request for the purchase or re- 
aie for negotiations come from Denmark ? 

Mr. Garnerr. It came from the United States Embassy in Copen- 
hagen. 

Mr. Touterson. What would that indicate? 

Mr. GARNerr. “That would indicate a willingness or the possibility 
that the Danes were prepared to enter into such negotiations. 

Mr. Totterson. Would it mean that we were trying to sell them 
some products, or would it indicate that they were trying to buy some ? 

Mr. Garnerr. Sir, it would indicate that the Danes were willing to 
enter into negotiations for the sale of products. 

Mr. Totterson. You do not know who started the negotiations / 

Mr. Garnerr. We have been very anxious to move these foreign 
farm products. 

Mr. Totterson. What I was trying to get at is were the Danes really 
interested in buying something because they wanted to, or were they 
indicating a willingness to bargain simply because we tried to sell 
them something? 

Mr. Garnerr. We are sure that the Danes were interested in buying. 

Mr. Totterson. Do you know what they have purchased from us 
in the last few years? 

Mr. Garnerr. I do not have that. They are, of course, one of our 
minor customers. I do not have the figures with me. We can get 
them, sir, to insert at this pomt in di record if you wish. 

Mr. Totverson. I would like to have them in the record if the 
chairman is agreeable. 

(The information referred to is on p. 38.) 

The Cuarrman. You agree then that they are one of the minor 
customers? Those are your own words. 

Mr. Garnerr. Yes. They are not a major customer. 

We would like to expand their purchases from us. 

The CHatrmMan. In normal commerce they are one of the minor 
customers, 

Mr. Miniter. I think the record should show that on the face of the 
statement itself you have expended $769 million. Is that correct ? 

Mr. Garnerr. We have not expended that. We have agreed, con 
tracted for that. 
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Mr. Minter. That is the program you say that you have followed. 
Mr. Garnerr. I would like to clarify this statement, if I may, sir. 
Mr. Minter. Just let me say this: That appears on page 1 of your 
tatement, in the very second paragr: iph, that these sales will be about 
3769 million. And we are referring to 87.7 million. 

So, if you make the $769 million, this just amounts to 1 percent of 

ie program. Is that not correct 

Mr. Garnerr. We do not know how much they might have entered 
into this year. 

Mr. Minter. For practical purposes in rounding out figures, $ 
million is just about 1 percent of S769 million ¢ 

Mr. Garnerr. That is not a fair comparison, Mr. Congressman. 

Mr. Miter. But that isa fact, is it not / 

Mr. Garnerr. That is a fact. 

It isa larger percent of the 1955 program, an da smaller 

Mr. Miiier. In the final analysis it amount to I percent of the 
program, according to the statement that you have just read. 

The Cuamman. Now, Mr. Tollefson. 

Mr. Mitier. I would like to get that in the record right now. 

The CuatrmMan. Yes. 

Mr. Minter. According to the figures that you have given us here, 
in the statement of Mr. Butz, who is not here—but I hope he will not 
disavow this statement by the fact that it is taking place now that 
you have full authority to speak for him—$7.7 milllion is the amount 
that goes to Denmark, and $769 million is the figure you give us as 
the program to date. So this Denmark think that you are crying 
so much about amounts to 1 percent of the total. 

The Cuatrman. Now, Mr. Tollefson. 

Mr. Totierson. Mr. Garnett, Denmark is an agricultural country, 
is it not? 

Mr. Garnerr. Yes, sit 

Mr. Toutterson. And it would be natural to assume that they take 

‘are of pretty much of all their agricultural needs ¢ 

Mr. Garnerr. No, sir. 

For their population they are large importers of cotton, feed grains, 
soybean cake, tobacco and fruits, dried fruits. 

Mr. Totterson. When you say large importers— 

Mr. Garnerr. On a per capita basis they are large importers. 

Mr. Toitrrson. Do you know of any other factors that might have 
entered into their rejecting this program or this agreement to buy ? 

Mr. Garner. No, sir, we know of no other agreement. 

Mr. Totuerson. This was the only objection advanced by them, 
namely, the Cargo Preference Act ? 

Mr. Garnerr. Yes, sir. 

Mr. Totterson. What were they going to buy under this program ? 
Or what were they considering buying? 

Mr. Garnett. I will have to ask an assistant, if I may. 

The $7.7 million was composed as follows: 

Wheat, S2 million: corn, $4 million; tobacco, $1 million: ocean 
transportation, STOO000, 

Mr. Totierson. The bulk of it was corn and wheat then ? 

Mr. GARNETT. Y es, SID. 
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Mr. Totterson. Denmark is the only country out of some 15 who 
objected to the Cargo Preference Act in the original instance, which 
has refused to enter into agreements. Is that not so? 

There were some 15 nations, as I recall it, who sent notes of protest 
to the Department of State with respect to the pending 50-50 legisla- 
tion, and Denmark was the only one now that has not entered into 
agreements ¢ 

Mr. Garnert. No, that is not correct, sir. The Norwegians have 
stated that they would not accept a program on this basis. The in- 
formation that we have now from our ambassador in London indi- 
eates that the United Kingdom will not proceed with a program on 
the basis of 50-50. 

Mr. Totterson. You are saying that the Norwegian Government 
has not purchased anything under this porgram ¢ 

Mr. Garnett. That is right, sir, 

Mr. Touterson. What about the United Kingdom? 

Mr. Garnerr. The United Kingdom had a program last year. We 
opened the negotiations under the program last year before it was 
clear whether or not Public Law 664 would apply to operations under 
title I. We were quite deeply involved in the negotiations before the 
determination was finally made. That immediately began to compli- 
cate the negotiations. And finally, to make the proposition accept- 
able to the British, it was made on the basis of a gift for military 
housing. And the proceeds, instead of accruing to the United States, 
went to the British Air Forces for the construction of housing. And 
then they turned around and rented those housing units to the United 
States Air Force at a nominal amount. This gave them a ration- 
alization since we were so deep in it, that, on the basis of a gift, they 
could accept the cargo preference. That made it possible to con- 
summate last year’s programs. 

We then opened negotiations for a new program this year, and 
word from the Ambassador indicates that the British seemed to be 
standing fast on this. 

I will be perfectly frank. We have not given up our efforts to try 
to make it, but the British have made it clear that they are standing 

at on cargo preference at this time. 

“Mr. Totierson. How much was involved in that first year’s pro- 
gram ? 

Mr, Garnett. $15 million. That was all tobacco. 

This year’s program, I believe, was $20 million, was it not? 

Mr. Ioanes. Yes. 

Mr. Garnerr. Which we are hoping to get. 

Mr. Tottrrson. Do you not have to negotiate with every one of the 
nations on this program? It is not a matter that you resolve over- 
night, is it ¢ 

Mr. Garnett. No,sir. But this has been underway for a good many 
months, and it does not look hopeful at this time. 

Mr. Tortrrson. Of course, the United Kingdom and Norway are 
both maritime nations and are interested in getting whatever business 
there is for their own maritime industry. 

Mr. Garnerr. The cargo preference complicates our negotiations 
with the maritime nations primarily. 

Mr. Totterson. In other words, you do not like to have that addi- 
tional argument to handle. 
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Mr. Garnett. Well, that is right. And in two cases it has devel- 
oped a limitation on exports that we wouldn’t otherwise make, and 
the products included are those in heavy surplus. 

Mr. To_.erson. You say in two cases? 

Mr. Garnett. In the case of Norway and Denmark that has been 
just solid, and we have lost opportunities there. 

Mr. Toui_erson. Did Norway negotiate with you for the purchase 
of some commodities ? 

Mr. Garnett. I will have to ask my man just how far that negotia- 
tion got. 

Mr. To.t_erson. What was involved in that negotiation ? 

Mr. Garnett. Mr. Ioanes, would you answer the question ? 

Mr. Ioanes. Yes, sir. 

There was a negotiation between the United States Embassy in Oslo 
and the Norwegian Government. 

Mr. Dince.ti. Did the United States start that negotiation or did 
Norway start it? 

Mr. loanrs. It was based on recommendations from the Embassy. 

Mr. DinGe.i. Does that mean we were approached by Norway or 
that we approached Norway ? 

Mr. Ioangs. I would recall that in this case the proposal was ours. 

Mr. Dince.u. In other words, we attempted to sell both to Norway 
and to Denmark. Is that correct ? 

Mr. Ioanes. I don’t recall the testimony on Denmark. 

Mr. Dincett. They would not buy under these particular terms. 
Is that it? 

Mr. Ioanes. Yes, sir; in the case of Norway we made the proposal. 
We do this in many countries of the world. 

Mr. Dineett. And you did also in Denmark. We went to the 
Danes and said “We want to sell you so much food from the Com- 
modity Credit Corporation.” 

The Cuairman. Let the witness answer Mr. Tollefson’s question. 

Mr. Ioanes. Yes, sir; I was starting to. 

The commodity composition of that Norwegian program was: 
Wheat, $1.3 million; feed grains, $3.7 million; tobacco, $2.1 million; 
dried fruit, $2.3 million; apples and pears, $0.3 million; fresh citrus, 
$0.7 million; ocean transportation, $0.9 million; total, $11.3 million. 

Mr. Toitierson. $11.3 million? 

Mr. Ioaners. Yes, sir. 

Mr. Touierson. Coming back to this arrangement you made with 
the United Kingdom, you talked about it being a gift. Is it not true 
that better than 50 percent of the proceeds of these sales redound to 
the benefit of the purchasing country ? 

Mr. Garnert. They are loaned. 

Mr. Totiterson. They are loaned ? 

Mr. Garnert. Yes, sir. 

Mr. Totiterson. And you term this one a gift. 

Under what authority would you be authorized to give them the 
-urpluses ? . 

Mr. Garnett. Under 104 (c) of Public Law 480 one of the uses 
of the funds is for mutual military activities, and under that authority 
this transaction was consummated. 

_ Mr. Totirrson, Coming back to this statement which I think comes 
from the Agriculture Department itself, that better than 50 percent 
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of the procee ls of the sales redound to the benefit of the country and 
you call them loans—are they long-term loans ¢ 

Mr. Garnetrr. They are long-term loans: yes, sir. 

Mr. Toutiterson. If those loans were not made could the United 
States use the funds which the v would be entitled to as a result of 


the sales in the importing country / 

Mr. Garnerr. As the United States saw fit / 

I believe that many countries would object to the United States 
coming in and, without consultation, spending these funds in a foreign 
country. 

Mr. Torierson. In other words, is it not truly the case that in the 
case of 2 Sale to some foreien country of these surpluses we take then 
domestic currency in payment, and we cannot take it out of the coun 
cry. So it has to be used there in some way or another / We cannot 
use all of that money, and, as a consequence, those loans result. Is 
that not true / 

Mr. Garnerr, That is essentially correct; yes, sir. 

Mr. Toiurrson. Actually these foreign countries are getting a 
pretty good deal here, are they not 4 

Mr. (FARNETT. It varies, sir. Some of the countries vet much better 
deals than others, as we are told by those who get the poorer deals. 

Mr. Tonierson. I understand that from country to country the 
situation would vary, but my first impression is that I think your own 
record indicates—that is, your figures indicate—that recipient coun- 
tries get a pretty eood deal. and there is no other place in the world 
where those countries could buy agricultural products as favorably. 

Mr. Garnerr. That is correct. 

May I add a point there? 

The CuarrmMan. Will you yield to me $ 

Mr. ToLtierson. Surely. 

The CHairman. Did Norway and Denmark make these purchases 
that they refused to make from us in some other country ¢ 

Mr. Garnerr. It would be difficult to say that. 

The Crairman. It is a fair question to ask, is it not? They re 
fused to purchase under your program. You have got an Embassy 
there, and you have got foreign representatives, Did they gO to 
some other country and buy this merchandise / 

Mr. Garnerr. The question is fair. I have not checked on that 
to see whether they did or not, sir. 

The Cuatrman. Then do I have the right to assume that they were 
not negotiating in good faith? They are a maritime nation. Their 
business is seafaring, their great business. They were negotinting 
and they stopped on this question. 

Whether they bought anywhere else you don’t know / 

Mr. Garnerr. I do not know. 

The CHarrman. You have never looked into it to see whether they 
did or not ? 

Mr. Garnerr. Sir, we are looking for new business and— 

The CHarrman. Do any of your associates know whether they 
negotiated with any other country ? 

Mr. Garnerr. I would doubt, sir, that they checked into it. 

As Lsay, we are looking for new business, not 
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The Cuarrman. Is it fair for me to assume that they just took this 
point as one from which to break down the negotiations and just point 
ip this thing ¢ 

Mr. Garnetr. Well, some of them are rather recent and enough time 
has not elapsed vet. 

The Cuamman. They have been the principal complainants. 

Mr. Garnerr. The Danes. 

The CuatrMan. Yes; they have been the principal complainants. 

Mr. Garnett. In a perhaps less vociferous manner, the British 
have been the most stanch in their objection, and the opportunities in 
volume are far the greatest. 

The Cuatrman. Well, the British have been the recipients of more 
liberality, have they not 4 

Mr. Garnetr. Lam not competent to answer that. 

The Cuairman. You ought to be competent. You come up here 
is a witness on this subject. These are questions that are fair, and 
deal with the subject itself. 

Mr. Garnetr. Mr. Chairman, I am not— 

The CuatrmMan. Does not the State Department have a good deal 
todo with what you can do? 

Mr. Garnerr. Well, we work as a government. 

The CuatrmMan. I understand you work as a government. 

Mr. Garnerr. And agencies such as Defense, State, ICA, and 
\griculture cooperate on many of these transactions. 

The Cuarrman. All right, Mr. Tollefson. 

Mr. Totierson. Now when the United Kingdom or Denmark said 
to us “We would buy agricultural products from you if we did not 
have to abide by the cargo pre ference provisions of your law” there 
would be no way that we could call their bluff if they were bluffing, 
would there? They would be perfectly safe in making the statement, 
would they not ¢ 

Mr. Garnerr. That is correct, sir. 

The Cuarrman. Is there any other place that they can buy with 
such liberal terms as this 4 

Mr. Garnerr. They can buy through trade in other countries. They 

ave bil: ater: al agreements. 

The Cuatrman. Not on such liberal terms as this, would you say? 

Mr. Garnerr. This is an attractive proposition, surely. 

The Cramman. You call it just an attractive proposition ¢ 

Mr. Garnerr. I say it is a very attractive proposition. 

The Cuamman. Suppose you were privately dealing with it. 
Would you just say it was an attractive proposition 

Mr. Garnerr. If I were dealing privately in any foreign country, 
the importer in any foreign country gets no benefit. There is no 
‘oncession in price. He has to pay just as much in terms of pounds 

‘kroner or sterling as if he were buying it for dollars. 

a as to the private trader, there is no advantage. 

The Cnatrman. But this helps t o stabilize the currency of his 
country, does it not 4 

Mr. Garnett. This is an advantage to the government and not to 
private traders, 

Mr. Totierson. Now, coming to the cost, I note that about 80 per- 
ent of the products that are shipped are shipped on tramp ships as 
igainst the liners. 
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Mr. Garnetr. Yes, sir. 

Mr. Totterson. Why was that ? 

Mr. Garnerr. I am not competent to answer. May I ask you to 
answer that, Mr. Hudtloff. 

Mr. Hupriorr. Undoubtedly the reason was, Mr. Tollefson, that 
there was a supply of tramp ships and it was in the general area, at 
least, where the tramp ships participated. 

Mr. Totiterson. And there were not liner services available? 

Mr. Hupriorr. Yes; there were liner services available in certain 
areas. 

Mr. Toiierson. Is it not true that the liner services, whether you use 
United States or foreign flag, charge the same rates 

Mr. Hupriorr. Genet rally that is correct. It is generally under the 
conference rate, and the rate usually is the same. 

Mr. Totuerson. So if all of the surpluses that we sent abroad were 
sent on liner services there would not be any difference in ocean trans- 
portation cost at all? 

Mr. Hupriorr. That is correct. 

Mr. Touierson. So that if there is a difference it is because tramp 
ships are used ? 

Mr. Hupriorr. I think I could also say that the character of the 
commodity, in a measure, is a determining “factor. 

Mr. Totterson. I appreciate that. I appreciate that you have to use 
tramps rather than liners on occasions because of the commodity. 

But I was getting at the cost differential. The only difference that 
exists as far as ocean transportation costs are concerned exist between 
United States tramp ships and foreign tramp ships. 

Mr. Hupriorr. That is largely correct. 

Mr. Touierson. And if they operated under a conference rate just 
like the liners there would not be any difference in cost ? 

Mr. Hupriorr. That is correct. 

Mr. TotieFrson. According to the statement this morning, the cost 
difference to the United States on the $769 million worth of surplus 
is only $3 million roughly. 

Was that your statement, Mr. Garnett ? 

Mr. Garnett. That is right. 

Mr. Totiterson. And that was largely because 80 percent of the com- 
modities had been shipped on tramp ships rather than liners where 
the cost would have been the same. 

Mr. Hupriorr. Essentially that is correct. 

Mr. Toiierson. So that with respect, say, to the other half of the 
program, if you use more liner services, the cost differential would 
be less than $3 million, would it not ? 

Mr. Hupriorr. It would tend to lessen as the liner services increased. 

Mr. TotieFson. Even as it is, that differential involves a cost of only 
less than one-half of 1 percent of the total amount of the program ? 

That $3 million is less than one-half of 1 percent of the $769 million. 

Mr. Garnetr. That is right. 

Mr. Totierson. So that the cost to the Federal Government or to 
the Department of Agriculture, if you want to bring it right down 
home, has not been very much. It really is an insignificant part of 
the program, is it not ? 
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Mr. Huprvorr, I think it should be pointed out, Mr. Tollefson, that 
availability of liner ships would, of course, be a factor in this con- 
clusion that you have reached. 

Mr. TotieFson. I am not criticizing you for having used tramp 
vessels up until this point. I am just having the record show that the 
cost differential that we do have exists largely because you have used, 
in the main, tr: imp vesse Is. 

Mr. Garnetr. Congressman, I would like to refer again to the state- 
ment on page 3 which indicates that out of the total $12 million went 
to these maritime nations, and they carried on their own vessels every- 
thing except what we forced them to carry, and I believe that w ould 
be in United States bottoms. 

I believe it is fair to assume that had we not had that requirement 
they would have moved the entire cargo on their own vessels without 
cost to the United States. 

So to the $3 million I think it is necessary to add another $12 million. 

Mr. Touzerson. I don’t quite agree, but then that is unimportant. 

Right at this point let me just say that that indicates how far for- 
eign nations are willing to go to support their merchant marine be- 

cause obviously the carrier is not going to carry that grain for noth- 
ing. Their government would be paying if what you say is true. 

Mr. Garnert. Well, that is true. That gets to be a normal business 
transaction, and would not change the cost to the foreign importer. 

Mr. Dorn. Would the gentleman yield just a minute ? 

Mr. Touterson. Yes. 

Mr. Dorn. Then you are obviously for foreign governments carry- 
ing 100 percent in their merchant marine, and the United States carry- 
ing zero. 

Mr. Garnerr. I did not make that recommendation, sir. 

Mr. Dorn. But the conclusion is there. 

Mr. Garnerr. We were talking about the cost to the Commodity 
Credit Corporation, and that in the case of the maritime nations, had 
we not required them to move the cargo in United States bottoms, they 
would have moved it in their own. 

Mr. Dorn. So that what you are advocating is 100 percent in for- 
eign bottoms and zero in United States bottoms to the destruction of 
the United States merchant marine. 

Mr. Garnett. This is not a recommendation; I simply made this 
statement as to what would happen. 

We are not recommending such a statement. 

The Cnamman. To get back to the two protesting countries, do 
you happen to know the amount that they were given under ICA and 
predecessor agencies? 

Mr. Garnett. I am sorry I did not get the question. 

The Cuamman. As to the two protesting countries, do you know 
the amount of foreign aid they were given under ICA and the prede- 
cessor agencies of ICA? 

Mr. Garnerr. I do not know. But I do know that it was a sub- 
stantial amount. 

The Cuarmman. A considerable amount ? 

Mr. Garnett. Yes, sir. 

The Cuatrman. Well, then, I assume that they are acceptable to 
having things given, but they do not want to enter into any negotia- 
tions to buy. 
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We could agree on that, could we / 

Mr. Garner. I believe that would not quite state the facts, Mr. 
Chairman. 

The CuarrmMan. Wait a minute. 

Mr. Garnerr. If I may say, the United Kingdom is the largest—— 

The Cramman. Lam talking about the two main protestors. 

Mr. Garnervr. Denmark and Norway ? 

The Cuarrman. That is right. 

Mr. Garnerr. Yes, s 

The CHairMan, a, say the amount that they were given under 
the former arrangements was considerable. 

Mr. Garnerr. Yes, sir 

The Cuairman. But that now they do not want to enter into any 
agreement or any negotiations to buy under this arrangement. 

Mr. Garnerr. That is true. 

The Cuairman. In the commodity of tobacco, is that not generally 
considered a berth-line cargo? 

Mr. Garnetr. It is, yes. 

The Cuarrman. You do not ship tobacco on tramp vessels 4 

Mr. Garnerr. I am not a shipping expert. 

Mr. Hupriorr. No, sir; we do not. 

The Cuairman. That is right. It is a berth-line cargo. So there 
is no difference in the freight on tebacco at all. 

Mr. Hupriorr. That is correct. 

The CHairman. Yet you have tobacco here as one of the com- 
modities that protest is being made over. How do you account for 
that ? 

Mr. Garnerr. Because of the operation of the program. 

The Cuairman. There is no difference in the cost of delivery. 

Mr. Garnerr. I say our objection is that it appears that the United 
Kingdom will not buy $20 million worth of tobacco because of this 
limitation, sir. 

The CuairmMan. Because they want to haul it all themselves. 

That is all the answer is, is it not? 

Mr. Ioanrs. Mr. Chairman, if I could help—— 

The Cuairman. There is no difference in the freight / 

Mr. loanrs. You are right, sir. 

The Cuairman. What is the trouble then ? 

Mr. loanes. I think their objection is one of principle. 

The Cuatrman. Sir? 

Mr. loanes. I think the objection in everything we have had back 
and forth between us and London is an objection 1 in principle. 

z. ‘i ay pothesi Sis you sti ated is correct. There is no difference in cost. 

The Cuarman. Then we can clear that commodity out of this dis- 
cussion as being a cost to this program. 

Mr. loanes. With respect to liner cargo— 

The CuarrmMan. You do not ship it any way but on liner cargo. 
It is a liner-cargo commodity. 

Mr. loangs. I say with respect to liner cargo. 

The CuairmMan. So why is it harped on then? 

Mr. loanrs. I said, sir, that the United Kingdom objection is not 
cost ; it is principle. 

The CuarrmMan. Principle? 

Mr. loanrs. Yes, sir. 
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The Cnairman. So, in principle, it is all right to give, but it is 
not all right to buy under these extremely liberal terms which ulti- 
mately mean a gift, and let the American-flag vessels haul a part of it. 

Mr. Miter. Will the gentlemen yield there ? 

The CHarrMan. Yes. 

Mr. Mitier. I think the same thing can be said about dried fruit. 
You don’t ship dried fruit by tramp vessel, do you ? 

Mr. Ioanrs. No, sir. 

Mr. Mitier. I think if you shake it down you will find most of them 
there. 

The CHairMan. Suppose you gave it to them outright? Then you 
would have to haul 50-50, wonldie t you? Would they object to that ? 

Mr. Ioanes. No, sir. 

The Cuairman. You are partly giving it outright, aren’t you 4 

Mr. Garnetr. No, sir. 

The CHamman. You have given it and buildings are being con- 
structed and we rent the buildings. 

Mr. Garnerr. The buildings otherwise would have belonged to the 
United States. 

There are other opportunities to use the funds for 

The Cuairrman. I understand, but under the es you have 
agreed on the property still remains titled in the British subjects 
or the British Government. 

Mr. Garnetr. That was in order to circumvent their objections to 
cargo preference, sir. 

The CuatrmMan. Well, in the end you are giving it to them. They 
are using the money to build certain buildings, and we are renting 
them. 

Mr. Garnerr. That is what we had to do in order to circumvent 
their objections to cargo preference. 

The Cuatrman. Then ultimately it is a gift for which we are pay- 
ing. Isthat not a fair conclusion to come to 4 

Mr Garnerr. We had to give it to them. 

The Cuatrman. Is it not a fair conclusion to say we make a gift and 
then we pay for the gift in rent ? 

Mr. Garnetrr. We had to do that because of the limitations of cargo 
preference. We could otherwise have had the buildings in the title of 
the United States. 

The Cramman. But youagreed on this term, and you are renting the 
property that is being constructed by the revenue that comes from 
these commodities. 

Mr. Garnetr. At arate of a dollar a year. 

The Cuatrman. In the light of fair play, do the British people want 
that published around the country ? 

Mr. Garner. Well, I don’t speak for the British. 

The CuHatrman. I think you have come here with a most absurd re- 
quest. It is just hard to understand. 

Are you finished, Mr. Tollefson ¢ 

Mr. Totierson. Yes. 

The Cuatrman. Mr. Garmatz? 

Mr. Garmatz. No questions. 

The CHarrman. Mr. Robeson ? 

Mr. Ropeson. I was intrigued by your statement that the British are 
basing this primarily on principle. 
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Was that not what I understood ? 

Mr. Garnett. Yes. 

Mr. Roseson. Not on fact? 

Mr. Garnett. Yes, sir. 

Mr. Roneson. Would you tell me what principles we stand for? 

In our negotiations have we any principles ? 

Mr. Garnett. Certainly we operate on principle. 

Mr. Roreson. What is your basic principle with reference to ship- 
ping by our merchant marine? 

Mr. Garnett. I believe, sir, that the statement I made here indi- 

cated to you that we have done our level best to carry out the law that 
has been ‘passed by the Congress, to the very letter. That we have done. 
And that is a matter of principle. And we have made no deviation 
from it. 

Mr. Rosrson. At the time that these people were protesting it was 
common knowledge that your Department and the State Department 
were opposing this provision in the law and trying to influence defeat 
of it. 

Mr. Garnett. Our principle is to carry out the laws. 

Mr. Roseson. Isn’t that true that you wanted this provision re- 
moved ? 

Mr. Garnett. In application to title I? 

Mr. Roseson. Yes. 

Mr. Garnett. That is right, sir. 

Mr. Roseson. At the time you were negotiating with these people? 

Mr. Garnett. That is right, sir. 

Mr. Rorrson. And at the time then, as a matter of principle, they— 
and, for some reason, the others—supported your position that it was 
a very bad thing to have. 

So I wonder just where they got the idea of having such high prin- 
ciples in this regard. 

What about that principle of accepting the charitable gifts we 
have been giving them ? 

Mr. Garnerr. They were ready to pay in pounds sterling, which is 
good currency. The United States has many uses for pound sterling. 
It can be used in place of dollars. 

That is not such a charitable activity when we take their pounds 
sterling, which is the coin of their realm, and use it for United States 
purpeses. 

The Cuamman. How much do we have on hand now of pounds 
sterling under these various plans and negotiations? 

Mr. Garnetr. Well, figures of $15 million were used, sir. 

The CuHarrmMan. I mean what the United States Government holds 
in pounds sterling on all programs. 

Mr. Garnett. Very little because there are many uses for it. 

The CuatrmMan. You mean that we don’t hold very little? 

Mr. Garnett. Yes; we are spending dollars to buy sterling, sir. 

The — AIRMAN. I know we are. But what are we doing that for? 

Mr. Garnett. We need the sterling for troop and military installa- 
tions in the United Kingdom. 

The Craman. I asked you how many pounds sterling do we have 
impounded that we are not using? 
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Mr. Garnett. Well, I suppose it would be just an operating amount. 
But we are in the process of buying sterling with dollars to carry on 
our military activities. 

The Cuarrman. But you really do not know in all the agencies of 
the Government how many pounds sterling that we hold that we are 
not using ? 

Mr. Garnetr. I am sure that it would be a very small amount be- 

cause we use it very rapidly and we have many uses for it. 

The Cuamman. That does not consider, then, the British debt to 
us at all? 

Mr. Garnett. No. 

The Cuarrman. Do you know how much that is? 

Mr. Garnett. I believe it is $2 billion. 

The Cuatrrman. How much? 

Mr. Garnett. I believe it is around $2 billion, sir. 

The Cuatrman. Then they quibble over this little matter. 

Mr. Garnett. If I may state again, sir, our interests are in moving 
agricultural products, and we see a limitation in the amount of agri- 
cultural products that we can move because of the limitations of cargo 
preference. And we have come to discuss that problem with you. 

We hope that we can get it opened so that there will be no limita- 
tions on the amount of products that we can move. 

The Cuarrman. In other words, we deal with people who are better 
traders than we are. 

Mr. Garnett. Well 

The Cuarrman. I have always heard it was pretty hard to practi- 

cally give away a commodity against one that a smart salesman had to 
offer on the world market. 

Mr. Robeson, have you finished ? 

Mr. Roseson. I was interested in this line of thought you developed 
there. 

Do you imagine that any of these countries would give us anything 
or sell it on terms of practically a gift and then not have their 
merchant marine haul it ¢ 

They admitted when we were talking to them, when we made our 
trip from this committee, that they would want to ship it 100 percent, 
these very people you are talking about. 

But it looks to me like they are just supporting your position of 
getting this out of the law. And, as a matter of fact, I think there 
was reason to think it would be taken out of the law in the last 
session of this Congress. 

Did they have any hope that it would be, or didn’t they have hope 
it would be? 

Mr. Garnett. I do not know that we had any-—— 

Mr. Ropseson. In fact, could there not be a delaying action in 
trading there to see what developed ? 

Mr. Garnett. They could reason that way. 

Mr. Rozeson. That is right. 

And, knowing the way it was supported by two of the big depart- 
ments of the Goverment over here, couldn’t they take that position ? 

Mr. Garnett. They could reason that w ay. 

Mr. Rozeson. Against this one committee of the Congress? 

Mr. GaRNETT. They could reason that way ; yes. 
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Mr. Ronrson. That is what interests me: o; Why does this thing come 
about? I mean the amounts here are not- 

Mr. Garnett. I can assure you that. we have not gone out to stir 
up the interests of other countries in changing our legislation. 

Mr. Rorrson. Have you, on the contrary, let them understand that 
is the way it is and that is the way it is going to be? 

Mr. Garnetr. We have carried out, sir, the dictates of the Con- 
gress to the best of our ability. And our records will show that we 
have done what we think you wanted us to do. 

Mr. Rosrson. Do you think it was a very good job? You have 
still got the commodities. 

Mr. Garner. Our problem is to try to remove every possible limi 
tation on the export of those farm products. 

Mr. Roseson. Which looks like it would be just giving it to them, 
and let them haulit then. Isthat right / 

Mr. Garnerr. No, sir. 

In these maritime countries where their currency is hard and can 
be used for military purposes and other purposes for which the United 
States spends money, and their importers have to give that money 
up, it is not a gift. 

Mr. Casey. You did not answer his question. You said that you 
wanted to remove all limitations possible in connection with the dis- 
posal of these surplus commodities. And Mr. Robeson pointed out 
the easiest way to get rid of them is to give it to them and let them 
haul it in their ships. 

Why is not that the removal of all restrictions ¢ 

Mr. Garnerr. We hope to get something back. 

Mr. Casey. I know, but why don’t you ask for a law that would 
authorize you to give it to them and let them haul it in their own ships / 

Mr. Garnerr, [think that would not be practical, sir. 

Mr. Casey. You would get rid of it. 

Mr. Garnerr. [am not sure that we would not have almost as much 
trouble with gifts as we do with sales. 

Mr. Casry. Mr. Garnett, did you not make a statement to the press 
over the weekend—or someone in your agency—to the effect. that price 
was a big factor in the disposal] of these sur plus commodities ¢ 

Mr. Garnerr. Yes, sly 

Mr. Casry. In other words, nobody recently has said anything in the 
public press about the 50-50 proposition. You have been talking in 
terms of the price. 

Now the suggestion Mr. Robeson makes is if you want to get rid of 
this surplus the easiest way to do it is give it to them and let them haul 
it in their own ships. ‘Then you have no restrictions, no limitations. 

Mr. Garnerr. That isa legislative decision, and Iam just an Admin- 
istrator of the Foreign Agricultural Service. 

Mr. Casry. I know, but you people recommend this legislation bas- 
ically, don’t vou / As a matter of f: wet, did you not have something to 
do with the recommendation of Public Law 480 while you were with 
the Farm Bureau? 

Mr. Garnerr. I did, sir. 

Mr. Casry. You had a good part to do with the recommendation of 
Public Law 480, did you pane ¢ 

Mr. Garnerr. Yes, si 
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Mr. Casry. So when you talk about a legislative problem, and you 
now have charge of disposing of surplus agricultural commodities, 
certainly you are in a good position now to recommend a legislative 
solution to this if you want to get rid of the surpluses. 

Mr. Garnerr. Cert: ainly my interest as an American citizen in the 
Merchant. Marine would deter me from making such a recommenda- 


tion. 
Mr. Casry. I did not get that. 
| Mr. Garnetrr. Well, if we gave it away, certainly there would be no 
room for our maritime fleet to carry the goods. ‘Transportation is not 
' 


included in gifts. 

Mr. Casry. I thought you recommended removing the preference 
restriction from title I. 

Mr. Garnett. Yes, sir. 

Mr. Casey. And would let them carry it on their own ships. 

Mr. Garnett. If they choose to. 

Mr. Casry. All the present law does is require a portion of it to be 
carried in United States ships. 

Mr. Garnett. Yes, sir. 

Mr. Casry. Do you subscribe to that principle ¢ 

Mr. Garnerr. To let them carry it if they wish ¢ 

Mr. Casry. No. To let the United States carry a portion of this 
cargo on their own ships. 

Mr. Garnetr. We would in most cases, in any event. 

Mr. Casry. I am sorry, Mr. Robeson. I did not mean to interrupt 
you. 

Mr. Roseson. That just emphasizes what I am talking about. 

If we would in any event, what is wrong with making certain that we 
do have a percentage? Or maybe, in any event, we could assume that 
it would be 50. So we just nail down the 50. 

What do you think would be the percentage in any event 

Mr. Garnetr. The problem, sir, is in countries that are not mari- 
time nations, certainly we will in any event carry or be asked to carry 
a large portion of the cargo. 

In the maritime nations that we have been discussing this require- 
ment becomes a limitation on the amount of farm products that we 
can move. It is the limitation that we wish to get away from. 

Mr. Rorgson. Answer this one more question 

What always astonishes me is why is it that we are so much more 
concerned, that is, the representatives of our Government, with the 
desires of the other countries—whatever they may be—than we are 

n looking out for the best interests of our country and for, in this in- 
stance, our merchant marine? Who is going to look out for our 
merchant marine / 

Mr. Garnetv. | believe our statement is rather clear, Congressman. 

Mr. Roseson, Show me the point it is clear in. I would like to 
see it. 

Mr. Garnerr. Our statement says: 

The Department of Agriculture is firmly convinced that the maintenance of 

‘mercuunt marine fleet is essential to national welfare and security. 

Our interests are to move the maximum amount of these surplus 
farm products. And the recommendation that we have made is to 
remove any further limitations on the sale of the products. 

Mr. Ropeson. Where is that sentence? I don’t remember it. 
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Mr. Garnetr, On page 2, the beginning of the third full paragraph. 
Mr. Ropeson. I mean that sentence you read about the Department. 
Mr. Garnerr (reading) : 

The Department of Agriculture is firmly convinced that the maintenance of our 
merchant marine fleet is essential to national welfare and security. However, 
such governmental support as is necessary for maintenance should be directly 
provided and should not be at the expense of the farm program. 

Mr. Roneson. Even if it was at more expense to the taxpayer you 
are still for that too then? 

Mr. Garnett. I do not think that this would necessarily mean that, 
sir. 

Mr. Ropeson. Well, it is certainly a debatable question as to what 
expense it would be to the taxpayer through the farm program. 

But if you did not have anything to ship it would certainly be en- 
tirely at the expense of the taxpayer. 

So it looks to me like you would shift the whole burden to somewhere 
else rather than attempt to carry a little of the burden on the 50-50. 

I am just amazed that the 50-50 is such a problem. No other coun- 
try in the world would probably agree to that low a figure. 

Do any of them indicate to you that if they were in your position 
they would agree to a 50-50? 

Mr. Garnerr. Mr. Congressman, we stick to carrying out the laws 
that are given us. We give them no hope to think that there is any 
change. Wesimply carry it out as it is given to us. 

Mr. Rogerson. But you do not mind lobbyi ing to change the law, if I 
might use the word. 

Mr. Garnerr. I can assure you that I have talked to no one on the 
Hill except your own counsel, Mr. Casey, about this subject since I 
have been with the Department of Agriculture. 

Mr. Rorrson. Somebody was a lot of talking last session. I don’t 
say you were. A lot of people were talking against the 50-50. 

That is all. 

The Cuatrman. Mr. Allen? 

Mr. Auten. Mr. Garnett, going back to the statement that you 
made, as I recall it, that if there had been no cargo preference act, 
several of these nations would have carried all of the cargo in their 
own ships—that was your statement, I think ? 

Mr. Garnerr. That is correct. 

Mr. Atten. How do they accomplish it? How do these nations 
to which you refer accomplish the attaining of 100 percent of the 

cargo for their own ships? 

Mr. Garnett. I am not sure that I am able to answer that. 

[ presume that an Italian importer would schedule the shipment on 
Italian lines. 

Mr. AtLEN. He would have complete control of what ships were 
to be used. 

Mr. Garnetrr. Let me get some counsel, if I may. 

Would he have ? 

Mr. O'Leary. Let me clarify that, Mr. Garnett. 

The statement is not in those exact terms, that the maritime na- 
tions and those that are involved in that 

The Cuarrman. We are talking about the witness’ statement. We 
= en now about what the nations do. The witness said that 
1imself. 
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Mr. O'Leary. Yes, sir. 

The Cuairman. I asked the witness the question. 

Mr. O'Leary. I want to point out clearly what he said. 

The Cuatrman. What who said? 

Mr. O’Leary. Mr. Garnett. 

The Cuarrman. What did he say? 

Mr. O’Leary. He said that $12 million of that total of $31 million 
provided for freight financing would be used in programs of maritime 
nations which carry all or substanti: ally all of the non-United States 
flag requirements in their own bottoms. 

Now he did not go on and say that, in the absence of any United 
States flag requirement, they would necessarily carry 100 percent. I 
think the record shows that they wouldn't. The Japanese, for exam- 
ple, carried more than 50 percent in United States bottoms, and 
i ni anal the excess themselves. France carried more than 50 percent 
of their tobacco on United States bottoms, and financed the freight 
themselves. 

The CHarrman, Wait a minute. 

There is no difference in the tobacco proposition. That has been 
agreed upon. You say they finance it themselves. There is no differ- 
ence in freight on that. Leave that out. 

Mr. O’Leary. Except it is dollar financing if you use a United 
States vessel. 

The CuairMan. The freight is the same. 

Mr. O'Leary. The rate is the same, yes. 

The CratrMAN. The freight is the same. 

Mr. O’Leary. The rate is the same. 

The only point I want to make is that you do not have to assume that, 
in the absence of cargo preference, the maritime nations other than 
these three that we are talking about would carry all of these commod- 
ities sold on their own vessels. Some United St: ites vessels are being 
used now in excess of 50 percent. They are paying dollars out of their 
own poe ‘kets, 

The theory there is that if you don’t have to require those nations 
to use United States vessels then you don’t have to finance anything. 
let them carry it in their vessels, our vessels or anybody else’s vessels, 
and pay for it themselves. 

The Cramman. Go ahead. 

Mr. Auten. It seems to, Mr. O'Leary, that what you have said is 
that when Mr. Garnett said that some nations would carry 100 percent 
he was wrong. 

Mr. O'Leary. No, sir; I do not think so. You can ask him. I do 
not think he meant to say they would carry it all in their own vessels. 

They could carry it and pay for it, and they would use any vessels 
they wanted. 

Mr. Atten. Did you not say, with reference to some nations, if there 
were no 50-percent law, they would carry 100 percent of the cargo? 

Mr. Garnerr. I did not speak as exactly as I should have. I should 

ive implied that they would have carried the cargo without the pay- 

ient of dollars, whether it moved in their own or other vessels. 

Mr. Atten. Then you retract the statement that they would carry 
100 percent in their own vessels. 

Mr. Garnerr. Yes; and substitute for that that they would pay for 

00 percent. 
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The Cuatrman. How do you know that they would employ some 
other vessel ? 

Mr. Garnerr. When they were not bound to hove it in United States 
vessels they moved the limit in nondollar bottoms. It is safe to 
assume . 

The CHamrman. I just asked the question. You said that they would 
not haul it all in their own vessels. How do you know they wouldn't / 

Mr. Garnerr. They would haul it in nondollar vessels. 

The Cuamman. That is all right. It is just a raise— 

Mr. Garnett. It is something of a duplication in some cases. 

The Cuarrman. Is this the Department of State’s theory, that they 
want to balance the budget of other nations and disregard the budget 
here in America ? 

Mr. Garnerr. No, sir. 

The Cuatrman. That has been the policy; has it not? Does it not 
simmer down to this, that we are more primarily interested in the 
financial affairs of other nations than we are in this nation ? 

Mr. Garnerr. I can speak only for the Department of Agriculture. 

The Cuarrman. Did you ever know that that was the policy of the 
Department of State? 

Mr. Garnetr. No, sir; I would not—— 

The Cuatrman. Did you hear it was? Did you ever go abroad and 
listen to any of the foreign ambassadors ? 

Mr. Garnett. Yes, sir. 

The Cratmman. Did you ever hear them discuss that question ? 

Mr. Garnzerr. I have heard them discuss the balance payments; yes. 
sir. 

The CnatrmMan. Mr. Allen. 

Mr. Auten. Mr. Chairman, getting gack to this effect of the 50- 
percent Cargo ) Preference Act, it is true in your principle, Mr. Garnett, 
is it not, that if there were no such law then the foreign governments 
would use nondollar currencies, and automatically use ships other than 
the American-flag ships ? 

Mr. Garnerr. That would be true so far as the maritime nations 
were concerned, countries like Pakistan, the South American coun- 
tries, would be glad to move them, I am sure, in dollar bottoms as long 
as we furnished those bottoms or funished the dollars to buy the 
bottoms. 

Mr. Auten. Now, if the recommendation of the Department were 

followed, and the 50-percent cargo perference were eliminated from 

the provision of Public Law 480, do you know if there would be any 
other cargoes now moving to which the Cargo Preference Act would 
apply? 

Mr. Garnerr. Title IT of Public Law 480 would continue. Any 
cargoes financed by the Export-Import Bank would move under 
barter transactions, would move under cargo proference, and ICA 
shipments under 402 of Public Law 665. 

Mr. Auten. With regard to the surplus agricultural commodities 
which you are trying to move, what percentage would be under title | 
and what percentage would be less ? 

Mr. Garnerr. Of the Government-owned—about half. 

Mr. Auten. I think yeu made another statement that the movement 
on foreign vessels would be at no cost to the United States. Do you 
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” know how the Merchant Marine Act governs the recapture of profits 
, from subsidized lines ? 
CS ‘ . 
Mr. Garnett. I do not, sir. 
) 


Mr. Auten. Do you know or have you heard, for example, that if 
I ihe line is making a profit and it gets an additional cargo which in- 
"4 creases the profit, that there is a recapture which has run into many 


” millions to the United States Treasury, which would offset to some 
extent, it would seem to me, the expense of this $3 million that you 
have spoken of ? 

= Would you consider the recapture as an element in deciding whether 


the Government should ship on American ships or on foreign ships? 
- Mr. Garnetr. Certainly we are all members of one government. 

Mr. ALLEN. You say in your statement that the Department of Agri- 
culture is firmly convinced that the maintenance of our merchant fleet 
is essential and so forth, and then you say that the support should not 
be at the expense of the farm program ¢ 

Mr. Garnetr. Yes, sir. 
ee Mr. Aten. How is that $3 million at the e xpense of the farm pro- 
0 gram and not the expense of the United States Treasury generally? 

Mr. Garnerr. It shows up as the cost of the farm program in the 
losses of the Commodity Credit Corporation. 
und Mr. Aten. Then the loss is appropriated from the funds supplied 
by the general taxpayer ¢ 

Mr. Garnett. That is right. 

Mr. ALLEN. So that the people on these seaboard towns have just 
as much interest in that deficit when it comes to it as the farmers? 

Mr. Garnett. That is right. The position expressed here was that 
it appeared as a cost to the farm program, which was really a cost of 
maintaining the merchant marine. 
sia Mr, ALLEN. Are you not getting into the point where a matter of 
nts sood bookkeeping may be hurting | the national defense? 
han Mr. Garnett. I speak personally on this, but it seems to me that it 
would be an orderly manner to have a subsidy that appeared to be 
necessary to the merchant marine in the national interest and that it be 
charged up as such. 

— Mr. ALLEN. Well, now, it is true, however, that if $3 million were 
ae appropriated as a merchant marine subsidy item paid directly or 
whether paid through Commodity Credit Corporation, the same tax- 
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_ payer is ultimately going to wind up paying for it? 
oo Mr. Garnett. That is right. 
any Mr. Roseson. Will the gentleman yield? 
ould Mr. ALLEN. Yes. 
Mr. Rosrson. You paid freight to other agencies hauling these 
Any same commodities, railroad and truck freight ? 
ee Mr. Garnett. Yes, sir. 
IC. Mr. Roseson. Do you think the Government ought to pay that? 
Mr. Garnert. That is an unavoidable expense, sir. 
™ I Mr. Rozrson. This is unavoidable, too. What is the difference ? 
tle Mr. Garnerr. It could be carried, well, other countries will buy 
it f. o. b. 
as Mr. Roseson. But you are talking about costs of your department. 


You have a lot of ¢ osts. This is a small cost. 
ad 
you | Mr. Garner. It is a cost. nevertheless. 


(fice a6 
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Mr. Rosgson. It just looks to me like you are straining at a gnat. 

Mr. O’Leary. Mr. Chairman, may I call attention to one example 
illustrating the point that absence of cargo preference would not 
necessarily mean absence of United States vessel participation in this 
program? It is, admittedly, the best example of that. 

Japan bought 100,000 tons of rice under the program. No Jap- 
anese vessels were used in carrying the rice. There were 2 Liberian 
tramps, 1 Greek tramp, 6 United States tramps, and 2 United States 
liners. Half of it was financed on United States vessels by the United 
States and the balance was financed by Japan. That involved $642,000 
which was financed on foreign-flag vessels and $418,000 financed on 
United States-flag vessels by Japan. 

Of that $418,000, $232,500 was tramp, the balance being United 
States liner. 

Mr. Auten. When was that / 

Mr. O’Leary. The vessels were approved between August 10 and 
October 11, 1955, sir. 

Mr. Casey. Mr. O’Leary, are you suggesting what would happen 
if we did not have the 50-50 law ? 

Mr. O’Leary. I think it might be representative of what would 
happen with Japan. Insofar as the northern neutrals are concerned, 
I would not want to say. 

Mr. Casey. You know very well that it would not happen in the 
case of other countries. 

Mr. O’Leary. I do not understand that. My understanding is 
that, traditionally, a considerable amount of tobacco purchased by 
the United Kingdom does move on United States-flag vessels. We 
checked with Imperial, the largest tobacco purchasers, and they are 
buying tobacco, which they are permitted to do under a special credit 
arrangement, in excess of their dollar allocations against the possi- 
bility of a title I program, and that tobacco has been moving 50 
percent on United States vessels. 

Mr. Casey. Why did Japan use United States vessels in this par- 
ticular instance? 

Mr. O'Leary. Because the vessels were available, sir. When you 
are buying, you just cannot wait until you get a particular vessel. 
As I say, they used no Japanese vessels on that particular rice program 
of 100,000 tons. 

Mr. Casry. Did that mean the other Japanese vessels were busy 
in other places? ) 

Mr. O'Leary. I have an idea they were, or else they were not in 
the area. 

Mr. Casry. But you do not suggest that that particular case which 
you have is representative of a situation. In other words, do you 
think if 50-50 were removed from title I that the percentage of cargo 
moving on United States-flag vessels and foreign-flag vessels would 
approach 50-percent division ? 

Mr. O'Leary. It depends on the general shipping situation in the 
world. 

My own private opinion, and this is not the Department’s opinion, 
is that as of right now there would be very little difference so long as 
financing for 50 percent were made available. Fifty percent would 
nove on United States vessels because there just is not a surplus of 
vessels in the world today. 
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| 


Mr. Casry. A shortage of vessels, is there ? 

Mr. O’Leary. I do not know whether there is a shortage. We have 
not experienced any extreme difficulty, neither have we heard of any 
vessel standing idle waiting for cargo. 

The CHarrmMan. Have you talked to any of the maritime people. 

Mr. O'Leary. A lot of them. 

The Cuartrman. Do they say that what you say is correct? 

Mr, O’Leary. I doubt that they would alli agree with me. I would 
not expect them to. 

Mr. Byrne. Would any of them agree ? 

The Cuarrman. Would any of them agree with you? 

Mr. O’Leary. I just do not know. I think you might find agree- 
ment——— 

Mr. Casry. That is what I thought. You just do not know. 

Mr. Auten. Mr. Garnett, do you know what the difference is be- 
tween the berth-line rates and tramp-line rates ? 

Mr. Garnett. I do not. 

Mr. Auten. Does anyone know ? 

Mr. Hupriorr. That would depend on the area in which you were 
moving. In other words, if you will cite a specific case, I think I can. 
Mr. Auten. Could you tell us what the general result has been ovet 
ull the movements you have had, the 81 percent in the tramps and the 

balance in the other ? 

Mr. Hupriorr. Let me say this, that a year ago there was a greater 
disparity between the foreign rate and the American rate. During 
the past year that disparity has been closing up and we now find that 
the foreign rate in certain instances has closely approached the Ameri- 
can rate for tramps. 

Mr. ALLEN. What about the difference between the tramp rate and 
the liner rate, the berth rate ? 

Mr. Hupriorr. That rate has remained substantially the same. 
There have been certain conference increases during the past year, 

but by and large that rate has remained practically the same. 

Mr. Atten. What I am getting at is the movement of a commodity 
on one or the other type of service; what is the difference in the rates 
if you use a liner? What is the difference if you use a tramp‘ 

Mr. Hupriorr. I think again we would have to take a specific case. 

Mr. Auten. Take any « ase you want. 

Mr. Hupriorr. Well, I believe that probably the liner might be 
slightly higher. 

Mr. “Annex. Can you say positively that you have tried to use the 
berth services and found they. were too expensive ? 

Mr. Hupriorr. No, sir. 

Mr. Anten. Why do you use so many tramps then, percentagewise é 

a Hupriorr. Well, the option insofar as the selection of the type 

f shipping accommodations, is that of the supplier. It is largely 
letermined by the type of commodity, particularly when it is in volume 

100 000 tons moving within a relatively short period of time; that 

ould probably move ‘by tramp. 

Mr. Auten. It seems to me that I remember in the hearings about 1 
year ago that the suggestion was made that a greater ability to use 
he be ‘rth services could be developed if the cargoes were moved in « 

«nner in which they could adapt themselves ; that that automatically 

ould encourage the use of American ships. 


Nie. 
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Was there any effort made to implement any suggestion of that sort 
Mr. Hupriorr. Yes, sir; we have. 
Well, as a specific illustration, the cotton program has moved en- 


tirely on liner movements. The tobacco program is another. Of ; 
course, traditionally those do move on that type of equipment. Move- : 
ments going into South America, many of those have moved on liner ; 
ships. : 

Mr. Auten. I think it was also pointed out in the hearings a year 
ago that under the law the General Services Administration was re- 
quired to procure shipping services from all of the departments of ; 


Government, with possibly some exceptions but not with the exception 
of the Department of Agriculture. 

Has there been any change in the situation during the past year 

which has resulted in GSA having any greater participation in the 
cdechina of ships? 

Mr. Hupriorr. Well, I believe, Congressman Allen, that we may 
have a difference of opinion as to whether or not GSA has the 1 respons!- 
bility in the Department of Agriculture for procuring shipping ar- 
rangements. 

I believe that, under Public Law 152, the Department of Agriculture 
isexempt. I will say this: that we have had, in accordance with the 
suggestions that were made at the last hearings, a number of meetings 
at which we have discussed our joint and mutual problems. I am sure 
that Maritime will elaborate on that when they testify, but there ce1 
tainly has been a very close exchange of information between the vari- 
ous agencies now that participate either in the Cargo Preference Act 
or in acts that accomplished the same results. 

Mr. Auuen. I have heard it discussed, I do not know that I have 
heard a correct statement, but at least a statement on the possibility 
that some of these individuals engaged in handling the commodity 
credit —_ ‘uses have not only been interested in disposing of the 
surpluses, but have also had ships which they operated under foreign 
flags. 

Have vou heard of any such operation ? 

Mr. Hupriorr. I do not know whether I fully understand your 
question, Mr. Congressman. 

Mr. Aruen. I am trying to find out if there are any owners, any 
American owners, of ships sailing under foreign flag which hav 
hauled any of the agricultural surpluses. 

Mr. Hupriorr. You mean runaway tramps? 

Mr. Avien. That, or particularly the ships owned by persons who 
also were involved in ‘in brokerage of the grain or whatever was in- 
volved, not only a ship operator but also engaged in the disposal of the 
surplus. 

Mr. Hupriorr. Yes: I believe that there are such concerns of large 
orain dealers who also operate a fleet of ships. 

Mr. Arten. Do you know what percentage of the surplus or what 
tonnage they have handled, both in disposing of grain and in using 
their own ships? 

Mr. Hupriorr. No, sir: I do not. 

I believe it would be relatively small. 

Mr. Aten. Well, is that an American element that is opposed to the 
use of American-flag ships in order to get them in their own ships 
which they operate under a foreign flag? 
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Mr. Huprtorr. I do not know of any one that operates exclusively 
under foreign ships. I know that some have a combination of both 
American and foreign which they use, depending I presume largely on 
availability. 

Mr. Totterson. Would the gentleman yield? 

Mr. ALLEN. Surely. 

Mr. Totterson. Some of the so-called exporters, operating in the 
Midwest particularly, who have handled some of these foreign sales 
or disposals to foreign nations, do have interest in shipping lines op- 
erated under foreign. flag. 

Is that what you 1 indic sated i in your gener al statement ? 

Mr. Hupriorr. I believe that is correct. 

Mr. Totierson. Could you supply a list of some of those exporters 
for the record ? 

Mr. Huprvorr. Yes, sir. 

Mr. Auten. Now, with reference to purchases in this country on a 
strictly commercial basis where there is no Government financing— 

The Cuamman. Is he going to give us a list there ? 

Mr. ALLEN. Yes. 

Mr. Hupriorr. Yes. 

The Cuatrman. Do you have any of them with you? Do you know 
one or two of them at the present time? 

Mr. Hvuptiorr. Well, I have heard it said that Continental and 
Laval and Bunge 

The CuarrmMan. You deal with them. Do you not know? 

Mr. Hvprriorr. I know that they have ships that are registered 

inder foreign flag, and also have American ships. 

The CHairman. That is, Continental and who else? 

Mr. Huprvorr. Laval. 

The Cuarrman. Do you know any others? 

Mr. Hupriorr. No, sir, not offhand; I mean, sir, that I am positive 
of, 

The CHarrman. You will get them all and supply them for the 
record 2 

Mr. Huptiorr. Yes, sir. 

(The information referred to follows :) 





The Department of Agriculture is unable to furnish to the Committee a list 
of private exporters of agricultural commodities who are financially interested 
in foreign flag shipping, since this type of information is not available to the 
Department. 

Mr. Atten. With reference to any cargoes that are moved involv- 
ing commodities purchased in normal trade, this law has no effect at 
ll? 

Mr. Hupriorr. That is correct, sir. 

Mr. ALLEN. Have any cargoes that you know of that have moved 
under strictly commercial conditions gone on American-flag ships to 
any maritime nation ? 

Mr. Huprvorr. I do not believe I am qualified to answer that. 

Mr. Atnen. Who would be? Anyone within your pupertanents 

Mr. Hupriorr. No, sir; because those transactions are all carried on 
through commercial channels. ‘The private exporter is the one who 
would control that exclusively. 
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Mr. Auten. Do you not have some statistical agency in the Depart- 
ment of Agriculture that would know what American agricultural 
products move to foreign nations and how they move? 

Mr. Garnett. No, sir. 

Mr. loanes. We would know if they moved but we would not know 
how. 

Mr. Aten. Who would know how they moved ? 

Mr. Ioanes. I would guess the maritime agency would be the best 
ne for that. 

Mr. Auten. Has there been any suggestion, because of Public Law 
180, of the fear that we might be dumping? 

Mr. Garnerr. Not from importing countries. 

Mr. Auten. There is no question of that kind involved ¢ 

Mr. Garnett. No. 

Mr. Auten. Involved in this $53 million of ocean freight costs 1s 
the cost at the American port ? 

Mr. Garnetr. The $53 million? 

Mr. ALLEN. Does that involve the stevedoring charges in the Ameri- 
can ports, service ~— ges to the vessel in the American ports ¢ 

Mr. Garner. I do not know. | presume it does, does it not ? 

Mr. O'Leary. It depends on the method of sale. 

Under C. and F. sales, where it is on liner movement; yes. If it 
s an f. o. b. loading of grain which is at the discharge end of the 
loading spout, the elevation is not included in that $53 million. That 
is a separate payment to the port elevator. 

The $53 million includes whatever is in the ship’s tariff. 

Mr. Auten. With regard to liners, and with regard to loading oper- 
ations involving stevedores, then I think approximately 50 percent of 
the total cost is the cost in the American port; is that right? 

Mr. O'Leary. I do not know, sir. 

Mr. Auten. If so, whether it is a foreign flag or American flag, 

hen the same 50 percent would be staying here in dollars in any event. 

Mr. O’Leary. That is right. 

Mr. Atuen. Thank you. 

The Cuatrman. Mrs. Sullivan? 

Mrs. Suuiivan. Mr. Garnett, could it be that you and your repre- 
sentatives who negotiate with these foreign countries are simply not 
sold on the 50-50 cargo program and, therefore, there is a weakness on 

the part of the United States negotiators with foreign countries 

Mr. Garnett. Mrs. Sullivan, our interest is to move the farm proda- 
ucts. We do that within the framework of the cargo preference. We 
give them no hope that there is or that there will be # any deviation from 
that. 

Certainly we do not encourage them to resist or any of that type of 
thing. Wetry as hard as we can to overcome the resistance such as in 
the case of the United Kingdom, and I believe absolutely that tiat 15 
not a factor. 

Mrs. Sutiivan. Well, do you really believe in the program ? 

Mr. Garnerr. On cargo preference? 

Mrs. Suntitvan. Yes. 

Mr. Garnett. Where there is a gratuity involved, certainly there is 
justification for it. Where it impedes or makes more difficult the com- 
petition of United States farm products in foreign markets, that we 
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would be opposed to. Where it limits the amount of commodities that 
we can move under the program, certainly we are opposed to that as 
pect of it. 

Mrs. SutiivAn. Do you not feel that in all of your negotiations, 
whether it be through the State Department or through your depart- 
ment, that in order to really sell it you have to believe it in your heart 
that this is the thing you wanted to do, and if you do not have that 
feeling I think your foreign countries can just win any argument be- 

cause they feel ‘that you are not strong for the program in the first 
place and the only thing is to just be a ‘smarter negotiator. 

In the contacts that I have had in some of these discussions, it looks 
like that is what has happened; that our own people are arguing 
against the cargo preference. 

Mr. Garnetr. May I assure you that we do not argue against the 

cargo preference w ith foreign countries. We try to move the product. 

We give them no hope th: at there will be any deviation from the law 
that the Congress has passed and we try to consummate the trans- 
action in any case. 

Mrs. Sutyivan. But you feel that those in your department are not 
sold on this program to the point where it would be easier to get rid 
of the merchandise if you did not have to meet this factor ? 

Mr. Garnett. This is not, Mrs. Sullivan, a matter which we discuss 
with foreign groups. Our oe is stated clearly, that we are for 
carrying out the Cargo Preference Act, and I can assure you that we 
try to consummate transactions just as hard as we can. We find that 
this is an impediment and that we would like to see it removed. 

Mrs. Sunuivan. That is all. 

Mr. TotLerson. One question / 

The Cuatrman. Yes. 

Mr. Totierson. In other words, when you say 50-50 impedes dis- 
posing of a transaction, you take the foreign nation representatives 
” their own word if they say that were it not for the 50-50, we would 
buy, but with it we will not? 

Mr. Garnerr. We try to overcome that. We try to make the same 
anyway. 

Mr. 'Toutzierson. In the final analysis, if they do not buy you have to 
take them at their word ? 

Mr. Garnett. We have no other course. 

Mr. Casry. Does it not encourage the foreign representatives sitting 
across the table from you people, the Department of Agriculture and 
your people who are negotiating, when they know that the people from 
the United States facing them do not believe in the 50-50 and have 
come before the Congress time and time again asking that it be 
repealed ? 

Mr. Garnett. Certainly it has an effect, I would think, in their 
attitude. I can assure you that we do not encourage that. 

Mr. Casey. It tends to encourage resistance on the part of foreign 
countries in the hope that they can eventually build up a stronger oppo- 
sition in the United States to the 50-50 law ¢ 

Mr. Garnett. Yes, but I would like to assure you that we do not 
encourage foreign governments to resist. We believe in carrying out, 
our principle is to carry out, the legislative instructions that we get. 

Mr. Casey. In other words, I have heard it said that that is ex xactly 
what you do over there; that you say to the foreign representatives, 
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“We cannot discuss 50-50. It is not our law. The Congress has pro- 
vided that 50-50 is the law of the land and we have to abide by it, no 
matter what we think.” 

Is that not the attitude that you take in the negotiations? You say 
that we have been given directions by the Congress and we do not have 
any choice ? 

Mr. Garnerr. Well, I do not know of specific instances. I think 
that that could be possible. 

Mr. Creperserc. Will the gentleman yield to me? 

What else could you say? 

Mr. Garnett. I think that is correct, that we carry out the laws of 
Congress. 

Mr. Crepersera. On the other hand, the nations dealing with you are 
aware of the position of this committee and are also aware of the posi- 
tion that the Congress itself took on it last year. They can see both 
sides of the coin when they are dealing with you. 

Mr. Casry. It might not be what they say, it might be the way they 
say it. 

The Cuatrman. Mr. Seely-Brown ? 

Mr. Seriy-Brown. Mr. Garnett, am I correct in understanding 
that your complete responsibility in your present job is to do what 
can be done under the law to get rid of some of our surplus of agri- 

cultural commodities; is that correct ? 

Mr. Garnett. That is correct. 

Mr. Sre.y-Brown. Is it your knowledge and belief that as long as 
we keep those surpluses in storage, they cost the taxpayers money ? 

Mr. Garnett. That is correct. 

Mr. See.y-Brown. Is it possible that the accumulation of those 
surpluses by depressing the market for other agricultural products 


might, in fact, have a second effect on the economic growth of our 
country 


Mr. Garnett. That is correct. 

Mr. Srety-Brown. So it is essential that we get rid of the surpluses? 

Mr. Garnett. Yes. 

Mr. Seety-Brown. Now, do I understand you to say that where you 
have had the rub is when you have tried to deal with maritime nations? 
In most other cases you have been able to move the products at what 
you believe to be a satisfactory rate, but you have really had trouble 
when it came to dealing with just those countries that were maritime 
nations; is that correct ? 

Mr. Garnett. That is correct. 

Mr. Sreiy-Brown. Mr. Bonner asked you a question earlier and I 
hope the answer can be supplied for the record. 

I would like to know what happened when Denmark and Norway 
said “No.” I want to find out if they got the goods from other sources 
and the circumstances under which they got them. 

Will you or will somebody in your agency be able to provide that 
information for the record ? 

Mr. Garnetr. We will provide you with the best answer that we 
can get. 
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(The following was supplied for the record :) 
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Data retating to trade in agricultural commodities with selected countrics 


I. UNITED KINGDOM 


4. UNITED STATES Exports BY Masgor COMMODITY GROUPS TO THE UNITED KINGDOM 


(MILLION DOLLARs ) 





Commodity group 1950 1951 1952 1953 
Tobacco, unmanufactured............-- 84 147 3 126 
Cotton and linters Z 101 100 87.3 53 
Grains and preparations 55 139 100. 9 84 
Fats, oils and oilseeds... ..............- i lt a ' l 5A 26. 0 ). 
Fruits, nuts and vegetables : 8 | 7 7.7 s 
OCP ors ck . . 16 54 15.7 13 
SE keel ws 265 501 273.9) 295 

B. IMPORTS OF WHEAT AND WHEAT FLour INTO THE UNITED KINGDOM 


United States---- 
Canada 
Australia 
France. 
Argentina... 
EE catedice 


Total 


Less than 500 metric ton 


C. Imports OF Tospacco INTO THE UNITED KINGDOM 


United States__...--- 
juthern Rhodesia 
India 
Canada._ é ‘ 
N yasaland_.........- 
Other 


irce: Foreign Agricult: 


A. UNITED STATES ExPoRTs BY MAJOR COMMODITY 


Commodity group 


irains and preparations. 
Tobacco, unmanufactured 
Cotton and linters_- 





Merric TONS, WHEAT EQUIVALENT) 


Origin 


875 


ae 


= ce. : ie 48 


eee . ions wwe arateneae 4,184 


». 


Origin 


iral Service, Feb. 6, 1956. 


Il. NORWAY 


(MILLION DOLLARS ) 


1950 


Fruits, nuts and vegetables. 


Fats, oils, and oilseeds-.-- 
ther 


Total 


' Less than $50,000. 


1950-51 


2,601 | 
638 | 
99 | 


1951-52 


1952-53 


1953 


apni tntanttheattememen a 


| 669 
3, 374 
609 
12 
316 


4, OSD 


1951 


| 212.0 
50. 4 
40.1 
21.7 
16. 1 
14.6 


354. 9 


GRO 


1951 


54 


(1,000 


1954-55 





513 | 72 499 
3, 415 2, 642 | 2, 805 
712 459 733 
27 191 | 491 
(3 344 | 324 
9 204 291 
4,676 3, 912 5, 143 
(MILLION POUNDS) 
se a ; 
1952 | 1953 1954 
66.8 | 174.2 
58. 4 57.3 
38.3 31.4 
32.7 24. 1 
11.8 10.9 ( 
15. 7 17.9 14.9 
223. 7 315.8 312.5 
PS TO NORWAY 
1952 1953 1944 
18.6 12.6 11.0 
4.7 4.6 4.9 
2.1 1.9 2.8 
1.4 2.0 2.8 
2.7 2.3 ~—% 
8 1.0 1.9 
30.3 24.4 25.8 
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Data relating to trade in agricultural commodities with selected countries—Con. 


B. IMPORTS OF WHEAT AND WHEAT FLouR INTO Norway (1,000 Merric Tons, 
WHEAT EQUIVALENT) 















































Origin 1950-51 | 1951-52 | 1952-53 1953-54 1954-55 

——EE — a — wa 7 - o- moles wall on 
a a ee 95 91 172 
AD 8 oe a cence alee, kon gee ----| 61 53 48 100 102 
CSE SS eee 70 135 146 90 101 
oe ee | 21 9 32 14 ~ 
| Serato ace dein cn 283 345 321 | 295 383 

C. IMportTs oF CorN INTO Norway (1,000 MeEtrIc Tons) 
Origin 1950-51 | 1951-52 | 1952-53 | 1953-54 | 1954-55 
SS ae ee ee _ Ee oa = 
TIM ON Ae Re oN 72 | 84 32 | 106 79 
ee as dan leaching ites -oecueten . | ot 20 
iiktccochcactaetieatedd te: Se s4 32 106 | 99 
D. Imports OF ToBACcCO INTO NoRWAy (MILLION PouNDs) 

Origin | 1951 | 1952 | 1953 | 1954 

| 

needa ee eons ee ; —_ 
inn litte eo Oe Nae Patten poy eee | 7.0 7.8| 7.9] 7.9 
eee ‘ sean tpudredaard alia ; cS - 1.4 1.1 | 1.3 | 1.2 
NDE ico ko seed nena i Be aerial ee 8.4 | 8.9 | 9.2 9.1 








E. Imports or Driep PRuNEs INTO Norway (SHortT Tons) 





























Origin | 1950 | 1951 | 1952 | 19531 | 1954: 
= rican et 
be we stn cpineecAueiadccmesaut 235) () | 6,422) (3) (3) 
Yugoslavia__......___- See poder aemiag 2 ee ose | @) 235 g2| (3) (3) 
Argentina. -.-_........ elaihacatapion $2) 6. SEA a ee 72 | 215 48) (3) (3) 
Other......-_- LE ITER aisiclab dhaabaadacac is hese | 1 1 0) 2.977| 3,361 
Total_____- Sa ee hbaea ats tiie Sethete te ; + 308 451 | 6,562 | 2,977 | 3,361 
7 _ mamabeiinds — sli ainda acca mattis iia al SE 
1 Country breakdown not available. 
2 If any, included in ‘‘ Other.” 
3? Not available. 
F. IMPORTS OF RAISINS AND CURRANTS INTO Norway (SHorT Tons) 
Origin 1950 | 1951 | 1952 | 1953 | 1954 
III, oo oe aaa Asie cet be ee! | © @) | 1,917] 3,523 (3 
NI re ge ch a ec Bes ae eh eR ee 930 644 | 1,419] 1,297 (3) 
RR gcse nl ae lade actin tens aoa aiaktid tasked Sic cdeobeonnasion 578 (2) | 1,812 579 (3) 
| ge epee SS 2 2A CES EO a ieee (2) | 653 | 678 (2) (3) 
lS ts ek ee ee ee a 4 | 6| 226 7 6, 117 
Total SOE ES. CRIT AE EET | 1,512 | 1, 308 | 5, 422 5 406 | 6, 117 





1 Country breakdown not available. 
2 If any, included in ‘‘ Other.”’ 
3 Not available. 
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G. IMPORTS OF ORANGES INTO NORWAY (1,000 Boxgs ) 


Origin | 1951! | 1952! | 19532 

fa . | 
United States_ vonnsaetea pada hatin ae etaimeeaes ( (3 : & 
a ae a I ica olden lain phaligoaniinnincien 309 430 | (4) 
RtORT. cc ans pa een ec ceccecnenwensscseeenes-oe= hha ; al 39 163 | (4) 
BN ee ccc acugnscpapsourioecidsiinnndneusnananianten os 156 | 141 | (4) 
RO Oe EE RIIOD coca ccccennsmsrcenwdscsese cagematnea 17 | 33 (4) | 
ORME 6 oecae caves ascenncs Reuweeeonon 3 i 21 | 18 | 1,703 | 

RN Ree es | 542 | 785 | 1,703 

| 


1 Includes lemons and grapefruit through 1952. 

2 Country breakdown not available. None were imported from the United States. 
3 If any, included in “‘ Other.” 

¢ Not available. 


H. Imports or APPLES INTO Norway (1,000 BoxEs) 


Origin 1951 1952 1953 
nited States : 0 (2 
italy (2) 53 30 
Denmark 10 35 18 
Netherlands (2) ( 14 
ther (3) 0 (4) 
Total 10 &8 62 


Country breakdown not available. 
If any, included in ‘‘other.”’ 
Not available. 

‘ Less than 500 boxes. 


Source: Foreign Agricultural Service, Feb. 6, 1956. 


Ill. DENMARK 


\. UNITED STATES ExPorRTs BY MAJOR COMMODITY GROUPS TO DENMARK (M 
DoOLLARs ) 
Commodity group | 1950 1951 1952 1953 
nian s eign aan i aianibabes se e =| suiasibiaiend tencnspiaa 
obacco, unmanufactured- 7 5 5.6 7.5 | 
its, oils, and oilseeds : com 4 0 2.8 4.2 
Cotton and linters__._- ; 7 ‘ aidan 6 | 9 5.8 5.8 
Grains and preparations 3 7 5.1 | .6 
Fruits, nuts, and vegetables ge. |} & a a 
Other i : ‘ — 5 | ~ “a 1.6 
eS p pais 
Total.__- , . ’ a | 25 29 20.1 19.9 


! Less than $50,000. 


B. Exports OF WHEAT AND Frour TO DENMARK (1,000 Metric Tons, WHEA" 








EQUIVALENT ) 
en ie aac ———— _—— a 
Origin | 1950-51 | 1951-52 | 1952-53 | 1953-54 
= oi son aed a ee ee 
United States_- eoumenaeuane ; nl 59 | 29 22 0) 
Canada : 15 67 | 16 
Argentina. - 7 . a4 me Aa } ! 2 


Total ; Palace : 59 | 44 «Y 58 


Less than 500 metric tons. 


1954? 
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C. Exports oF CORN TO DENMARK (1,000 Lone Tons) 


Origin 1950-51 | 1951-52 | 1952-53 | 1953-54 | 1954-55 
| aa 
l'nited States (1) | 10 22 2 2 
Argentina awn ° 11 35 
Total te 10 29 13 37 
Less than 500 long tons 
D. IMporRTS oF ToBAcco INTO DENMARK (MILLION PowuNDs) 
Origin 1951 1952 1953 1954 
nited States 9.0 11.2 10. 2 11.3 
Brazil 4.2 3.5 7 4.7 
Southern Rhodesia 4.1 3.1 - 3.5 
Indonesia - -- 15 2.8 3.0 3.0 
Turkey | 2 .3 6 4 
British East Africa 1.2 6 6 3 
India___. 5 3 3 
Other 1.5 S .3 .4 
Total 22. 2 22. 3 20.9 23. 9 


1 Less than 50,000 pounds. 


Source: Foreign Agricultural Service, Feb. 6, 1956. 


Mr. Srety-Brown. Because, obviously, some of us are concerned as 
a matter of national policy as to whether or not when some other 
countries who are not friendly to our country might move into that 
kind of situation and exploit it to their advantage; that is a matter of 
national policy that I think we should know about it. 

Mr. Garnetr. Yes, sir. 

Mr. Srety-Brown. That is all, Mr. Chairman. 

The CuamrmMan. Mr. Miller? 

Mr. Mitixer. Mr. Garnett, we have talking, of course, about these 
maritime nations. Now, you gave us the figures of Norway and Den- 
mark. About how much is involved with the United Kingdom / 

Mr. Garnetrr. Twenty million. 

Let me say that we began negotiations with the United Kingdom for 

$20 million of tobacco; that negotiations are, now, I should say, 
stalled, However, it is true that the United Kingdom is the largest 
foreign market for United States farm products and that in the rather 
precarious balance of payments that the United Kingdom finds itself, 
there might develop further possibilities than the 20 million. 

Mr. Miter. Is it not true that the United Kingdom, being the big- 
gest market for these products, will continue to be the biggest market 
when she cannot get them any other place. Where she can get them 
from countries that produce under the British flag, she quickly cuts 
her purchases here, does she not ? 

Mr. Garnett. They have liberalized or, in other words, they have 
removed exchange controls on most of their farm products so that 
their importers are free to buy on the basis of price and quality. 

Mr. Mruter. They are free to buy but there is still a great sentiment 
fostered in the United Kingdom to buy British, is there not? 
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Mr. Garner. That is true, but the private trader— 

Mr. Mitter. I know, but goods are exploited and so about the only 
things they buy from us are those things that they cannot get else- 
where ? 

Mr. Garnerr. They buy wheat and grains and tobacco and cotton 

. from us that they could buy elsewhere but do not. 
| Mr. Minter. But not to their advantage ? 
: Mr. Garnett. The basis of all trade—— 

Mr. Mitier. Is to advantage? 

Mr. Garnett. So they buy from the United States. 

: Mr. Mitzer. So they are not making any great concession to us 

: when they buy from us, it is a matter of dollars and cents. 

: But even with that $20 million, along with the $7 million to Den- 
: mark and $11 million to Norway, it still constitutes a rather small 
: percentage of the amount of goods which you have succeeded in sell- 
ing, does it not ? 

Mr. Garnetr. Those figures in themselves are small. We hope that 
without this restriction we could expand our exports to those 
countries. 

Mr. Mrixer. But you have no assurance / 

Mr. Garnetr. We do not havea guaranty ; no, sir. 

Mr. Mirter. That you could, particularly to Nore way and Denmark, 
which would absorb about the maximum you have to offer ? 

Mr. Garnerr. No, we cannot guarantee. 

Mr. Mritier. What would they buy from us?) What could you hope 
to sell Denmark? 

Mr. Garnetr. Wheat, corn, cotton, soybeans. 
Mr. Minter. Where does she get her wheat and where does she get 
some of that stuff now? 
Mr. Garnett. Part she gets from Tron Curtain countries, part from 
Argentina, part from Sweden—— 
Mr. Mrrxier. Part of it from the Low Countries? 
Mr. Garnett. No; they are importers themselves of United States 
farm products. 
Mr. Miniter. Some from northern Germany / 
Mr. Garnert. Germany is an importer. Perhaps some from 
France. The cotton would come- 
Mr. Minter. From those countries that she, in turn, does a lot of 
business with with her dairy products. We do not bring any of them 
over here ? 
Mr. GarNerr. Yes, sir; we do bring her dairy products over here. 
Mr. Mititer. What? 
Mr. Garnetr. We bring over blue mold cheese and canned hams. 
Mr. Mititer. We do not bring any great quantity of that, though. 
We would not absorb a great deal of her production, would we, arti 
les of that nature that are brought here being primarily luxuries and 
tor the luxury market ¢ 
Mr. Garnerr. That is correct. 
Mr. Mitirr. So all we bring here is a trifle, but she has to depend 
n these other countries to unload her dairy products, and naturally 
at is going to buy everything she can from them ? 
Mr. Garnerr. That is correct. The Danes have foreign exchange 
difficulties and this program would appear attractive to them. 
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Mr. Mitter. They are in foreign exchange and one of their methods 
of trying to overcome that is through the use of their ships. Ship- 
ping in Denmark is a big factor in their economy ? 

Mr. Garnett. Yes, sir. 

Mr. Minter. In other words, they are a transportation nation, 
unong other things? 

Mr. Garnert. Yes, sir. 

Mr. Mituer. And that goes a great deal for Norway, too! 

Mr. Garnett. Yes, sir. 

Mr. Mitier. We have tried very hard, have we not, to stimulate 
their economy in other directions? Are we not at present, or do you 
know, supporting one of the biggest industries in Denmark by having 
maintenance performed on our planes by a company located outside 
of Copenhagen ¢ 

Mr. Garnett. There are some defense contracts. 

Mr. Mitzer. These are not defense contracts. This is money that 
we are sending there beside defense contracts. They are defense 
activities, but normally, in order to try to stimulate Denmark and 

try to keep her within the framework of the free nations and to 
encourage her to stay there, we do a lot of work up there, do we not? 

Mr. Garnetr. I am not familiar with the details of it, but I know 
that we do have various assistance programs. 

Mr. Mitier. Would it not be interesting in this overall picture that 
you would know what we do with some of these countries besides 
going out and striking this thing on one angle rather than looking at 
ll of the facets of it, or are you | interested in merely unloading a few 
farm products / 

I am interested in unloading farm products, but it is not a fetish. 
There are other things with me besides the farmer to be considered. 

Mr. Garnetr. That is right, sir. 

We recognize that we are a part of a total government. However, 
we have bee ‘n instructed by the Congress, Congres ss has given us every 
incentive, to move as fast as possible with regard to these agricul- 
tural surpluses. 

Mr. Minter. I wish, after I had heard your answers to Mrs. Sulli- 
van and others here, that I could feel that you were carrying out the 
=pirit of the law as well as you evade it in other cases because, frankly, 
1 think you find yourself in this position: 

A lot of farmers were sold a bill of goods by one of the organiza- 
tions, particularly the one you formerly represented, that the 50-50 
law for getting rid of farm products was going to help solve their 
problem. I think we have done a pretty good job and we should do 
it, but this is not the solution for the farm surplus problem. Let us 
not pick out the 50-50 law and point toward that as an excuse to the 
farmers of the country as to why vou have not unloaded a lot of their 
products; it has no basis in fact whatsoever. 

Your own statement indicated that Denmark represented less than 

percent of goods sold. Let us keep that on the record, 1 percent of 
what you are doing. 

Now, I would like to have you convince me to the contrary as quickly 
as you can. 

Mr. Garnetr. We have made no immoderate statements. We have 
stated facts as best we could involving three countries where our ex- 
perts have been limited by cargo preference. We have made no alle- 
gations or made no, well, as I say, immoderate statements. 
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We have tried to come before this committee and state the facts 
as we see them with respect to these three countries. 

Mr. Miter. Heralding forth continuously to the world that you 
do not believe in this law. You want the American people to know 

that you do not believe in it, you are going to try to make an excuse 
out of it. You are blasting forth to the world that you do not believe 
in it, and then you sit down with the people that you deal with who 
do not like it and bargain with them. 

Mr. Garnett. I would like to make this clear: that we have made 
no efforts to incite any action in this field. 

Mr. Miter. I hope you are right. If you did incite or encourage 
foreign governments not to deal with us you would be guilty of mal- 
feasance and should be hauled up for it. But in spirit, have you tried 
to carry out the spirit of the law ? 

The very presence here of the type of report that you bring in indi- 
cates that you do not attempt to carry out the spirit of the law. It is 
1 question of farm products and the dickens with American shipping. 

Mr. Garnett. That has not been our record. 

Mr. Minter. I would not go too far into the record because you dig 
the hole a little deeper if you do that. 

Mr. Crepersere. Will you yield? 

Mr. Miniter. Yes. 

Mr. CreperserG. T think we have to take into consideration that we 
have another committee that is not for the 50-50. So it is not entirely 
one-sided in the Congress. 

Mr. Miter. The 50-50 is the law of the land today, and until it is 
repealed it is the law of the land, and those people who raise their 
hand and take an oath when they go into office take an oath to carry 
out the spirit of the law. 

This gentleman may go back to his Farm Bureau and urge them to 
vo out for the repeal of this, but I do not think that an agency of 
Government is justified in dragging its feet. 

Mr. Crpernerc. I think it is a little unfair criticism, too, although 
I am in favor of this law, because I believe we requested the Depart- 
ment of Agriculture to state its position and they are doing just that, 
and they are opposed to it. 

The CuHatrrMan. Let me interrupt. 

Of course, the 50-50 Act is the result of this committee; that is 
known, but the subject before the committee now, the purpose of the 
hearings, is to find out if anything is wrong with the 50-50 Act. 

Of course, it is understood when this witness comes here with his 
associates, that they do not believe in the 50-50 Act. That is under- 
stood in the beginning, yet it is the law of the land. 

We were trying to get the witness to clearly show us why it should 
be repealed, if it should be repealed. He has only talked of Great 
Britain and two other countries. The countries that need food more 
than any other part of the world have not been mentioned. 

What effort, if any, has been made in the areas where we know food 
s necessary and needed and there is a great shortage of food, and 
what difficulty have you found there with the 50-50 Act? 

Mr. Garnerr. Well, we have attempted to make these agreements 
with about 40 countries, including the ones that you would think, 
such as India, Pakistan, Indonesia, the countries where food is needed, 
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and this is not a problem; it has not been a limitation on our nego- 
tiations with those countries. 

The Caarrman. You say it has not been a problem ? 

Mr. Garnett. It has not been a problem 

The Cuairman. That is where food is needed. You are discuss- 
ing here countries that necessarily do not have to have this. 

Mr. Garwerr. We would like to expand our markets in those 
countries. 

ae CuairmMan. That is what I thought that you were just pointing 

, the only thing you had to hang your ‘hat on. 

“The major part of this whole picture in the economy, our purpose 
and our charity to the world, is to these people that do not have food, 
and you admit that that has not had any effect on that. 

Mr. Mitier. Mr. Chairman, I want to close with this one observa- 
tion: 

You brought about $20 million from Britain, $11 million from 
Norway, $8 million from Denmark—$39 million out of the total of 
$769 million—so we are raising all of this great hue and cry over about 
5 percent of the amount of money, the business, you have been able 
to do. 

Do you think that you are justified in coming and asking for the 
modification of this law on the basis of your experience with 5 percent 
of the business? 

Mr. Garnetr. We wish to maximize our exports. 

Mr. Mitier. Tell me, 5 percent? 

I ask you that not for that general cliche that you have thrown out 
every time you want to get off the hook. We are talking about 5 per- 
cent. The experience is that it is 95 percent against 5 percent, and 
you are making a great to-do about the 5 percent. 

Are we justified in that? Woolworth loses 5 percent through pil- 
ferage every year, which they could correct by hiring detectives, but it 
is easier to let them get away with it than to go to all the trouble. 

Are we justified in making the representations you are making here 
on the basis of the 5 percent ? 

Mr. Garnetr. We think that if it were not for the limitation, it 
would be more. 

Mr. Mitzer. Then you still think that the 5 percent is sufficiently 
important to require the repeal of this law that has stimulated and 
means so much in the national picture to the American merchant 
marine; isthat your position? Yesor no, please. 

Mr. Garnett. No. 

Mr. Mitter. It is not your position ? 

Mr. Garnett. No. 

May I state my position ? 

Mr. Mitier. What is your position ¢ 

Mr. Garnett. Our position, sir, is that were it not for the limitation, 
our exports to these countries would be larger than the amounts that 
you have stated. 

Mr. Mitier. Wait a minute now. 

Only 5 percent is all that you have been able to tell us anything 
about definitely. Then you are for the American merchant marine, 


but you sell it down the river to increase the 5 percent of the business 
that you got. 
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Mr. Byrne. Mr. Chairman, maybe I am out of order, but since the 
United Kingdom has been brought up here so often today, why do 
we not suggest, or you suggest, to the Prime Minister to come here 
and let us hear his side of the story since he is in town / 

The Cuarrman. I expect he is over here, I certainly hope he is over 
here, on a more important matter than this trivial thing. 

Mr. Minter. I should hope so. 

The Cuatrman. There have been two rollcalls and certainly it 
could not be expected that we could meet this afternoon, so we will 
meet tomorrow at quarter of 10. We will be here tomorrow morning 
and continue with this witness for the benefit of other members of 
the committee. 

(Whereupon, at 12: 05 p. m., the committee recessed, to reconvene at 
9:45 a.m., Wednesday, February 1, 1956.) 








OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


WEDNESDAY, FEBRUARY 1, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON MercHANtT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10:05 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) pre- 
siding. 

The Cuamman. The committee will come to order. 

The committee now continues with Mr. Garnett from the Depart- 
ment of Agriculture, including your associates, Mr. Garnett. 

When the committee recessed yesterday, I think we had reached Mr. 
Van Pelt. 

Mr. Van Pelt. 


STATEMENTS OF GWYNN GARNETT, ADMINISTRATOR; HUGH 
ROBINSON, CHIEF, TRADE PROGRAMS, EUROPEAN DIVISION; 
PATRICK O’LEARY, CHIEF, EXPORT PROGRAMS BRANCH, FOR- 
EIGN TRADE PROGRAM DIVISION; AND MARTIN J. HUDTLOFF, 
DIRECTOR, TRANSPORTATION AND WAREHOUSING DIVISION, 
COMMODITY STABILIZATION SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE—Resumed 


Mr. Van Petr. Mr. Garnett, yesterday we referred to 2 basic com- 
modities, 1 of them cotton and 1 tobacco. You said that they were 
shipped in berth liners; is that correct 

Mr. Garnett. That was said; yes, sir. I did not answer that ques- 
tion, sir, but that was said. 

Mr. Van Peur. With respect to dairy products, are they shipped by 
tramp or liner service’ 

Mr. Garnett. They are shipped by liner. 

Mr. Van Perr. Have you experienced any difficulty in disposing 

of the surplus commodities on the basis of the 50-50 provision ? 

Mr. Garnerr. Our trouble with dairy products are other than 50- 
OU, SIT. 

The Cuamman. Will you let me interrupt you? 

Mr. Van Petr. Surely. 

The Cuatrrman. The gentleman on your left, is he the gentleman 

vho was here yesterday ? 

Mr. Garnett. No, sir. 

The Cuatrrman. For the record we had better get him identified. 

Mr. Garnerr. Mr. Ioanes was not able to come today and I have in 
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his place Mr. Hugh Robinson, who is in charge of the trade programs 
for the European area. He has been with the Department of Agri- 
culture for 22 years. 

The CHairman. You may proceed, Mr. Van Pelt. 

Mr. Van Per. I am glad to hear you say that because I, too, have 
been a bit concerned, and while I do not like to refer to it in the hight 
of lobbying, I do from time to time see many of the periodicals repre- 
senting various farm organizations and with the exception of one, they 
have come out against the 50-50 provision. To the best of my recol- 
lection they have not gone into detail on it, but have just been op- 
posed to it, which leads me to believe that somewhere along the line 
there must have been some encouragement given to these organizations 
to come forth and it was not too detailed. 

Mr. Garnetr. I can give some of the background of that, sir. 

Mr. Van Pexr. I would like to have it. 

Mr. Garnerr. In the Presidential statement issued at Lowry Field 
on August 26, 1954, he stated with respect to S. 3233: 

Certain provisions of this legislation cause me concern and I hope the next 
Congress will reconsider them. I refer particularly to the provision with regard 
to currency convertibility which, if it applies to title I of Public Law 480, the 
Congress would handicap the disposal of United States agricultural products 
abroad. 

This has been the case, and I am sure the farm organizations are 
aware of the fact that we would have made sales and we would be able 
to have opportunities to make sales were it not for this limitation. 

Mr. Van Petr. Well, coming from a great agricultural State, Wis- 
consin, I am certainly concerned with the surpluses that have piled 
up, and I am concerned with moving them. 

However, I am also concerned w ith the defense of the country. 

Mr. Garnett. Surely. 

Mr. Van Perr. Which brings me to another question. 

What determines some of these surplus commodities when the De- 
partment issues various orders placing a commodity in surplus? 

Mr. Garnerr. The Secretary of Agriculture makes that determi- 
nation by law. It simply means for the most part that it is an agri- 
cultural commodity that is subject to price support under which ‘the 
Department has had to acquire stocks of it for which there is no im- 
mediate outlet domestically. 

Mr. Van Per. Then we do not go out to solicit that type of busi- 
ness from foreign countries so that we can move a particular com- 
modity that has not been in surplus? 

Mr. Garnerr. Tam sorry, sir: Tam afraid I do not understand your 
question. 

Mr. Van Petr. Perhaps TI can make it a little clearer. 

IT am referring to an order that came out early in January relative 
to hides. Hides up until that time had never been considered an ag 
ricultural commodity ? 

Mr. Garnett. For census reporting, that is correct. 

Mr. Vaw Petr. And have been handled by the Commerce Depart 
ment and all of a sudden a regulation comes out listing them as sur 
plus and the reason T am concerned about it is that you say under 
the 50-50 provision we have difficulty in moving surpluses because 
various countries will not take them heranse of the cost and supporting 
their own merchant marine. 
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Here we go overboard and add another commodity to that list. 

Mr. Garnett. You wish to have me talk to the matter of hides and 
skins? 

Mr. Van Peur. Well, no. It is relevant so far as the legislation is 
concerned or the discussion here, but it is relevant when it comes to 
building up commodities where you say you are having trouble mov- 
ing them because of the 50-50 provision 9 

Mr. Garnett. That is correct, sir. 

Mr. Van Petr. The facts are that we have been able to export hides 
in the regular channels without any Government interference ? 

Mr, Garnerr. This was a rather special case. The market for 
hides is weak. The International Cooperation Administration was 
prepared to buy hides and skins with their aid dollars in foreign 
markets. So that this was a decision made that, due to the relatively 
low price of hides and skins and the very low price of livestock in 
the markets today, this action was taken by the Department of Agri- 
culture in an effort to put a small amount of strength in the hides and 
skins and relating the beef prices for fat. cattle and di airy cattle. 

Mr. Van Petr. Would there be any request from the countries that 
were mentioned yesterday as in opposition to the 50-50 provision # 

Mr. Garnett. For hides and skins, no. 

Mr. Van Perr. That is all. 

The Crarrman. Mr. Sheehan? 

Mr. Sueenan. Mr. Garnett, I would like to confine my remarks on 
this subject to Denmark and Norway. 

As I understand the situation, these agricultural products are sold 
to the Governments of Denmark and Norway, not to the people / 

Mr. Garnetr. They are sold to the trade, sir. 

Mr. SHeeHan. Who do you do business with ? 

Mr. Garnetr. We issue purchase authorizations to the government. 
The private traders come and buy the commodities. 

Mr. Surrnan. From your department? 

Mr. Garnett. In the market or from the Commodity Credit 
Corporation. 

Mr. SHEenNAN. Where does the Danish Government come into the 
picture, then ? 

Mr. Garnetr. The Danish Government comes in, would have come 
in—let me just say that in the case where one of these transactions is 
consummated, the Government comes in in determining the quantity 
of products that will be purchased and makes the commitments that 
are necessary to carry out the law and to determine the use of the 
foreign currencies that accrue to the account of the United States. 

Mr. SuHrenan. Who does the United States Government look to 
for payment ? 

Mr. Garnett. To the foreign country. After a period of time, the 
United States requires the deposit of the foreign currency to the ac 
count of the United States. 

Mr. SuerHAn. Who is responsible for the payment, the individuals 
in Denmark or the country of Denmark, the Government itself ? 

Mr. Garnett. It is a government transaction and in the last analy- 
sis, it is the cooperating ¢ government. 

Mr. SureHan. Then we are doing business with the Government 
of Denmark, are we not? 

Mr. Garnett. It is a government agreement ; yes, sir. 
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Mr. SuHreHan. That is the question I am trying to get at. We are 
doing business with the Government of Denmark in this transaction. 
We have no contact whatsoever with the individuals in Denmark. 

Mr. Garnetr. Should we make an agreement, their buyers would 
come over here and buy our products. 

Mr. SuHreHan. Who do we do business with? Do we do business 
with the individuals or the Government of Denmark ? 

Mr. Garnerr. The framework agreement is made between govern- 
ments, the individual transactions are made between private individ- 
uals. 

Mr. Sueenan. Then we are doing business with the Government of 
Denmark ? 

Mr. Garnerr. We are doing business under a government agree- 
ment. 

Mr. Surenan. The Government of Denmark then arranged for its 
citizens to buy this product from the Government, is that right ? 

Mr. Garnett. No, sir. 

The individual transactions are made by individuals. 

Mr. SHEEHAN. With whom? 

Mr. Garnerr. Private traders. Importers in Denmark, if that 
was to be used, if they were to buy tobacco, they would be making 
arrangements, selecting quality and determining price with tobacco 
exporters in the United States. 

Mr. SuHeenan. Then let us assume for the argument an importer 
in Denmark agrees to buy $1 million worth of merchandise? 

Mr. Garnett. Yes. 

Mr. SuHrenan. He makes his agreement with the United States 
exporter, is that right ? 

Mr. Garverr. That is right. 

Mr. Sueenan. Who does he pay the money to? 

Mr. Garnett. He pays the money to the host government. who de- 
posits it to the account of the United States. 

Mr. SHeenan. Then we are not doing business with individuals in 
Denmark, we are doing business with the Government of Denmark? 

Mr. Garneit. I agree that this is 

Mr. SHEEHAN. You did not say that? 

Mr. Garnett. This is a transaction done between or within the 
framework of a government-to-government agreement. 

Mr. SuHeenan. In other words, we make a loan to the Danish Gov- 
ernment, or a grant, whatever it is going to turn out to be, for X 
number of dollars. Then the importer in Denmark buys merchandise 
and pays the Government of Denmark for it 

Mr. Garnett. That is correct. 

Mr. SuHeenan. In their currency? 

Mr. Garnett. That is correct. 

Mr. SHeenan. Therefore, then, the Government of Denmark gets 
all this money from the Danish importers to use in its general funds 
or its treasury, as it sees fit ¢ 

Mr. Garnett. As the United States would agree with the Govern- 
ment of Denmark. 

Mr. SHEEHAN. We agree to giving them a loan, do we not? 

Mr. Garnerr. That could be. 

Mr. SHEEHAN. We do not get our money for this tobacco, do we, 
in the immediate future? 
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Mr. Garnett. It would depend on what decision had been made. 

Mr. SuHeenan. How have you handled it in the past? 

Mr. Garnett. In total, we have gotten a third of the money back 
in the form of dollars to our immediate United States uses, and two- 
thirds have gone either to military construction or to longtime loan. 

Mr. SueeHan. Then two-thirds 

Mr. Garnett. This has been total. 

Mr. SueeHan. Two-thirds of the dollar amount we would loan to 
Denmark is then used by the Danish Government to eventually offset 
anything we may owe them or what they may pay for military instal- 
lations ¢ 

Mr. Garnett. That could be. 

Mabe I can be specific on this. I am told that in the negotiations 
with Denmark, they did not reach the stage of determining what the 
proceeds would be used for. 

Mr. SHeenan. In other words, then, the United States Government 
is providing the Danish Government with a loan of so many millions 
of dollars which the Danish Government then collects for the tobacco 
products, and pockets the money until such time as we may ask for it? 

Mr. Garnett. That is one of the possibilities. Another possibility 
might be that we would deduct a part of it in other military expendi- 
tures. 

Mr. SuHeeHan. At some future date? 

Mr. Garnetr. We might use it for construction of bases or triangu- 
lar arrangements where some Danish ship or somethiug would be used 
in some United States defense operation. 

Mr. SHEEHAN. But you say we might, we have no restrictions on 
how they are going to use it at the present time ? 

Mr. Garnett. No, sir. 

Mr. O’Leary. Mr. Garnett, I think an explanation of the financing 
procedure would be helpful to the Congressman. 

Mr. Garnett. All right. 

Mr. O’Leary. The way the program works, the United States Gov- 
ernment merely supplies dollar exchange to finance sales transactions 
between private sellers and private buyers. That is done through the 
issuance of letters of commitment by the Commodity Credit Corpora- 
tion to United States banks which confirm letters of credit opened by 
the importer in Denmark. When the exporter makes his shipments, he 
presents the bill of lading and the draft. He is paid with United 
States dollars by the United States bank which then drafts on Com- 
modity Credit Corporation and collects those dollars back. 

That means that the foreign bank 

Mr. SHeeHan. Wait a minute. 

Where does the Commodity Credit Corporation collect those dollars 
from ? 

Mr. O’Leary. Those come from Commodity Credit Corporation 
capital funds. The law provides that Commodity Credit Corporation 
shall be reimbursed by the Congress. 

Mr. SHeeHan. Does not the Commodity Credit Corporation fund 
permit the Danish Government to handle the funds then? 

Mr. O’Leary. No, sir. The exporter, having been paid by the 
United States bank which recovers the dollars from the Commodity 
Credit Corporation, the exporter’s bank then does not have to honor 
by crediting dollars to the United States bank. 
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The United States bank has recovered its dollars. 

Mr. Sueeuan. From the Commodity Credit Corporation ? 

Mr. O’Leary. From the Commodity Credit Corporation; yes, sir. 

Mr. SHeenan. What has happened to—— 

Mr. O'Leary. The importer pays foreign currency to his bank which 
has opened that letter of credit, and pays off that document by deposit- 
ing the equivalent in foreign currency to the account of the United 
States Government. 

Those foreign currencies are the property of the United States. It 
is not like a counterpart fund which we had under the old ECA Mar- 
shall plan where the governments held the currency or resale value of 
the goods and used them for their own purposes. 

The statute sets out eight uses for the currency. Those uses are 
agreed to in the basic agreement between the two governments. Loans 
run about 50 percent, I think, so far of the loans that Mr. Garnett dis- 
cussed with you yesterday. Reimbursable uses where Commodity 
Credit Corporation will expect to receive dollars back because the 
funds will be spent by Government agencies such as the Defense De- 
partment, State Department and so on, where they would otherwise 
spend dollars in the open market, are running about 27 percent, and 
the other uses are agricultural market development, purchase of stra- 
tegic materials, and so forth, which fall in the lower range. 

Mr. Surenan. In other words, the Danish importer immediately 
pays for the merchandise in Danish currency with a check made pay- 
able to the United States Embassy, who hold the money there; is that 
correct ‘ 

Mr. O’Leary. He pays off the credit which his bank has given them. 

Mr. Sueenan. That is what I am trying to get at. 

Who is holding this Danish money ? 

Mr. O'Leary. The United States Government, sir. 

Mr. Surenan. And the Danish Government does not get any part 
of it? 

Mr. O'Leary. It may be loaned back to them, sir. 

Mr. Sureenan. That is the point I am trying to get at. I think you 
have lost me on it. Somebody gets that money, the Danish money. 

Mr. O'Leary. The United States Government gets it all. 

Mr. SueeHan. What do we do with it in the Embassy? Does it 
stay to our credit and we can use it for anything over there? 

Mr. O’Leary. Under section 104 (f) of the act, about 25 to 30 per- 
cent may be used by the United States for any purpose. 

Mr. SuHeenHan. What happened to the other 75 percent ? 

Mr. O’Lrary. About 50 percent, somewhere around there, has been 
used in making long-term loans for economic development. About 
214 percent has gone for agriculture market development. 

Mr. SueeHan. Do not get ahead of me. 

[t is used for economic loans. Who controls that money? Who 
controls that money? Who has the actual Danish money at that 
point / 

Mr. O'Leary. The Economic Cooperation Administration handles 
the loan aspect of currency use. 

Mr. Sueenan. Where does the Danish Government come in? 

Mr. O’Leary. My understanding is that the loan is made by the 
l"nited States Government to the Danish Government. The Danish 
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Government, through its banking system, then makes economic de- 
velopment loans to the various industries in the country. 

Mr. Surenan. In short, the Danish Government is getting this 
money from you to control ? 

Mr. O’Leary. On a loan basis. 

Mr. Surenan. That is exactly what I am trying to find out. Who 
controls the money? The Embassy gets it but they cannot spend it 
because they have to turn it back to the Danish Government. 

The point I am trying to make is this: 

We have virtually been giving the Danish Government X number 
of dollars for this transaction. Sure, they are going to use it for our 
account at some future time, military or otherwise. 

What I am trying to get at is, does the Department of Agriculture 
have any means for letting the Danish people know that we are giving 
them this transaction, the people themselves / 

Mr. Garnetr. No, we do not, sir. 

Mr. SHEEHAN. Do you make any effort to let the people know? 
Mr. Garnetr. We publicize it through all of the channels available 
to us, such as the United States Information Service, which goes out 

to all of the papers in the recipient countries. 

Mr. Surenan. Do the papers print it? 

Mr. Garnett. It varies. Whether they would or not, we have not 
had an end check to see how many papers did print it or not. 

Mr. Suernan. IT am looking at it from the standpoint also of 
foreign aid. We in the Middle West. feel that a lot of this foreign 
economic aid is thrown out in the sense that the reason we are using 
this is for propaganda value to help our friends. If we spend all this 
money helping our friends abroad, and you fellows do not even know 
whether or not they know about it, what position does it leave. us in? 

Mr. Garnett. | ‘do not think that there is any question that in the 
major papers in every country they do carry stories, not only as to 
the signing but the developments under the program. 

As to going out and checking the number of papers that carry the 
story, we do not have that. 

Mr. O’Leary reminds me that the Voice of America is used to trans- 
mit this information. 

Mr. Surenan. The Voice of America then makes an attempt to let 
all the Danish citizens know what we are doing for them? 

Mr. Garnerr. Yes, sir: that would go out. 

Mr. SHrenan. Or does the Voice of America primarily beam across 
to the Iron Curtain countries ? 

Mr. Garnetr. It would be going to the Danes or whoever is in- 
volved. 

Mr. SHEEHAN. You are convinced that the State Department is 
trying to let the people of Denmark know what we are doing for 
them ? 

Mr. Garnerr. Certainly. We recognize that there is an element 
of investment in better foreign relations and we try to exploit and 

capitalize on that to the fullest. 

Mr. SuHeewHan. Yet just a little while ago you said you had no way 
of measuring how many papers were taking it and how much work 
was done on it? 

Mr. Garnetr. We have not made an end-use check on the informa- 
tional material. We know that it gets into the major papers. Whether 
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it gets into the smaller ones, well, I would be wrong if I told you that 
we had gone out and studied it when we have not. 

Mr. Sueeuan. Do you not think that insofar as we are trying to 
make friends, we should check it to see what good our program is 
doing ¢ 

Mr. Garnerr. Congressman, we are quite occupied in trying to 
move surplus products. Maybe we should do more than we are, but 
we have not gone into that. 

Mr. Sueenan. I would not say that that is the whole answer. I 
want to see the products moved but I want to see the foreign countries 
informed that we are trying to help them. 

Mr. Garnett. Yes. 

Mr. Sueenan. That is all, Mr. Chairman. 

The CnarrmMan. Let me ask you if these figures are correct. 

Did we allow counterpart funds to be expended in the local govern- 
ments from 1948 through 1955 in the amount of the United Kindom, 
$2,419.500,000; Norway, $364 million; Denmark, $226,900,000? Are 
those figures correct or incorrect ? 

Mr. Garnerr. That is not my field. If they are from a printed 
(;overnment document, I presume they are correct. 

The Cuatrman. Mr. Sheehan, was that not along the line that 
you were trying to develop. What amount of these funds or what 
part of these funds had been used by the recipient countries of these 
various programs ? 

Mr. Surenan. That is right, and whether the governments were 
using them for their own purposes. 

The CHatrman. What agency would be able to confirm these 
figures ? 

Mr. Garnerr. The International Cooperation Administration, sir. 

The Cuarrman. You do not know anything about them ? 

Mr. Garnett. I certainly do not carry in my mind these aid figures. 
I know they run into very large amounts. 

The Cuarrman. Did you give for the record, in answer to Mr. 
Sheehan, the figures pertaining to the commodities that you disburse 
or negotiate for that are used for local and other purposes in these 
various countries ? 

Mr. Garnerr. We have the information on all the operations under 
title I of Public Law 480. 

The Cuatrman. Did you put those in the record ? 

Mr. Garnerr. No, sir; we can. They are in the President’s report 
ind we shall put them in if you so wish. 
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(The President’s message follows :) 


[H. Doc. No. 294, 84th Cong., 2d sess. ] 


THIRD PROGRESS REPORT ON PUBLIC LAW 480 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING THE THIRD 
SEMIANNUAL REPORT ON ACTIVITIES UNDER Pusiic LAW 480, 83p CONGRESS, AS 
AMENDED, SHOWING OPERATIONS UNDER THE Act DURING THE PERIOD JULY 1 
TO DECEMBER 31, 1955 


JANUARY 12, 1956.—-Referred to the Committee on Agriculture and ordered to 
be printed, with an illustration 


To the Congress of the United States: 

I transmit herewith the third semiannual report on activities under 
Public Law 480, 83d Congress, as amended, showing operations under 
the act during the period July 1 to December 31, 1955. 

The administrative arrangements governing the responsibilities of 
the various agencies of the executive branch of the Government 
established by Executive Order 10560 of September 9, 1954, continue 
to function satisfactorily. I believe they have proved effective in 
accomplishing the purposes of this law. 

Dwicut D. E1ssENHOWER. 


Tue Ware Houss, January 12, 1956. 


INTRODUCTION 


The first and second progress reports on the disposal of United 
States surplus agricultural commodities under the Agricultural Trade 
Development and Assistance Act of 1954 (Public Law 480, 83d Cong). 
covered the fiscal year 1955. This report deals with activities 
under the several Public Law 480 programs during the first 6 months 
of fiscal year 1956. During the period covered by this report the act 
was amended by Public Law 387, 84th Congress, Ist session to change 
the authorized amount under title I from $700 million to $1,500 
million. 
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SUMMARY 


During the period July-December 1955, programing under the 3 
titles of the act totaled $491 million, bringing to $1,692 million the total 
amount of programs since the beginning of operations under this act. 

Agreements for the sale of agricultural commodities for foreign 
currency under title I total $679 million at CCC cost,’ of which $211 
million represents agreements signed during the period covered by 
this report. Shipments made or authorized for famine relief and 
other assistance abroad under title II of the act total $141 million 
at CCC cost, of which $32 million was authorized during this period. 
Donations for domestic distribution and for foreign relief through 
nonprofit voluntary agencies and intergovernmental organizations 
under title IIT of the act amount to $539 million at CCC cost, of 
which $197 million were donated during this period. Barter con- 
tracts under title III total $333 million at export market value, of 
which $51 million represents contracts entered into during this period. 

Although the figures cited for the different programs are not com- 
parable the amounts shown above give an indication of the value of 
commodities being moved or committed under these programs. 


Tirte 1. Foreign Currency SALES 


AGREEMENTS SIGNED 


A total of 11 agreements, involving a CCC cost of approximately 
$211 million, were signed during the period July-December 1955. 
The countries with which these agreements were signed, the dates 


of signing, commodity composition, market value, and CCC cost 
are shown in table I. The commodity composition, market value, 
and CCC cost of all agreements signed during the 18-month period 
ending December 31, 1955 are shown in table IT. 

1 As used in thisreport CCC cost represents the cost of commodities to Commodity Credit Corporation, 
including investment, processing, handling, and other costs. Export market value reflects the price at 
which these commodities are sold to foreign buyers under the program. The export market value figures 


are less than the CCC cost for those commodities for which special export programs have been developed 
for dollar as well as foreign currency sales to meet competition in international trade. 
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TABLE I.—Agreements signed July-December 1955 under title I, Public Law 480 


(Thousands of dollars] 





Country Date signed 


| 


Argentina__-.- Dec. 21, 1955 | 


| Ocean transportation___ 


Colombia | Dec. 20, 1955 | 


| Edible oils. __- a Me a 1 
| Ocean transportation ___- 


Ecuador. - 


| Cotton__ 


14, 1955 


_ 11,1955 | 





10, 1955 


| Sept. 20, 1955 
Oct. 20, 1955 


1, 1955 


Oct. 





| Ocean transportation. __- 


| Ocean transportation __-_-- 


5 | Poultry J 


| Market 
| value 


| 


ccc 


Commodity composition oom 
20S 


Edible oils 


24, 700 
600 


24, 700 
600 


25, 300 


25, 300 


Total 
1 
Wheat and wheat flour ’ | 
Feed grains 
Tobacco_____- 
Fats and oils_- 
Ocean transportation 


Total 


Wheat 
Cotton 


32, 100 | 
3,010 | 
250 | 
1, 790 
4,070 


60, 600 
5, 100 
250 

1, 790 
4,070 


41, 220 


71, 810 


3, 400 5, 800 
6, 000 6, 000 
, 500 1, 500 
700 | 700 


11, 600 


Total 14, 000 


Wheat -- 1, 100 


1, 859 
925 
210 

1, 515 


270 


Tobacco__ 
Fats and oils 


4, 779 


Total 
4. 800 | 
800 


Wheat 9, 900 
800 


Total - 10, 700 


sla olds ert onedoeree Sea on 5, 600 
Tobacco 650 
Ocean transportation 


650 


650 


Total_- 650 
12 1,128 
Ocean transportation 7 72 


Total. ___- 1, 200 | 1, 200 


Wheat_-_--- 5, 900 12, 035 
Feed grains : hee sacl 3, 200 | 5, 221 
ia moe nian 1, 500 500 
Tobacco. Bees ot 200 | 200 
Fats and olls._............ 2, 200 . 200 
on ee execs 1, 460 | 2, 346 
Dry edible beans_..........--- 280 320 


Ocean transportation... ---- 2, 300 | 2, 300 


Total 17, 040 122 


Fats and oils 
Ocean transportation---_--- 


2 | pahdaned hacen 


3, 000 
320 


3, 320 


§, 000 
320 


3, 320 


Fats and oils 


10, 000 
Ocean transportation 


622 


10, 622 


10, 000 
622 


10, 622 


Wheat 


So eeeeeeue ; dane 17, 900 | 
Ocean transportation 


4, 260 


37, 908 
260 
Total 42,168 
Total, agreements signed, 
December 1955_...........- 


22, 160 
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TABLE II.—Commodity composition of all agreements signed during the 18-month 
period ending Dec. 31, 1955 


eats of dollars} 


Commodity | Approximate quantity 
| 





Ww heat and eee + 87,000,000 bushels ! 
_...-.---| 811,000 metric tons 2 

Rice. ae Fert ee aes 2,000,000 hundredweights.. 

Cotton ca ie ‘ : ..-.-| 697,000 bales______- 

Tobacco.- . ; _......---| 59,000,000 pounds 

Dairy products. eet ais eae ....| 58,000,000 pounds 

Edible oils____- b : aia a _| 462,000,000 pounds 

Poultry : ; 3,000,000 pounds : 

Dry edible WR ya ae 22,000 hundredweights. - 


Total commodities ; suisaiownm 
nt ARIIIIIOR a cc = 5 5h.8b keene 





nwo 


4 


Total, including ocean transportation 





1 Wheat equivalent. 
2 Includes 110,000 metric tons programed for feed grains and/or wheat. 


RELATIONSHIPS TO USUAL MARKETINGS 


In accordance with the provision of title I requiring reasonable 
safeguards that sales of agricultural commodities for foreign currencies 
shall not displace our usual marketings or be unduly disruptive of 
world market prices, appropriate assurances have been obtained from 
governments with which agreements have been negotiated. Also, 
sales for foreign currencies under title I have been made at the price 
level at which these commodities have been available for export sales 
for dollars 

CURRENCY USES 


Under agreements signed thus far in fiscal year 1956 the dollar 
values of planned foreign currency uses for the eight purposes specified 
in section 104 of the act are shown in table III. 


Tasie III.—Planned uses of foreign currency under agreements signed during 
July-December 1955 


Million Percent 


dollars of total 


Agricultural market development (sec. 104 (a)) ‘ | 4. 52 
Purchase of strategic material (sec. 104 (b)) | 1.00 
Common defense (sec. 104 (c)) 19. 94 
Purchase of goods for other countries (sec. 104 (d)) : ' 2.06 | 
Grants for multilateral trade and economic deve lopment CODE TO BO < scckntcxcctelssnnkckecens 
Payment of United States obligations (sec. 104 (f)) : 30. 72 
Loans for multilateral trade and economic development (sec. 104 (g)) e 82. 40 | 
International educational exchange (sec. 104 (h))-.........-...------.----.---------- 2.09 


equivalent re 
| 


Major currency use activities initiated through December 31, 1955 
(related primarily to fiscal year 1955 programs), are discussed below. 
Agricultural Market Development.—Special emphasis is being given 
to establishing productive uses of currencies for development of 
markets for agricultural commodities (sec. 104 (a)). Foreign cur- 
rencies equivalent to about $13 million are earmarked for this activity 
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in agreements signed as of December 31, 1955. Projects now under 
way or being planned include commodity promotion; promoting 
better nutrition; two-way visits of foreign buyers and specialists to 
increase familiarity with our products and the advantages of United 
States marketing and grading systems; promotion of agricultural ex- 
hibits at foreign trade fairs; education and demonstration campaigns 
aimed at more effective handling and use of United States com- 
modities; market analyses; and the establishment of trade centers. 

A cotton-promotion project, involving education and demonstra- 
tion, advertising, and exhibits, is now under way in Italy. Agricul- 
tural commodity and demonstration exhibits were put on at the 
Bogota, Columbia, trade fair, and participation in other fairs at 
Osaka and London is being considered. Arrangements are being 
made for tobacco buyers from Thailand to visit tobacco centers here. 

These market-development projects are carried on in close coopera- 
tion with the United States private trade. Wherever practicable, 
agreements are entered into with trade groups to develop and carry 
out the projects. 

Defense housing.—In negotiating title I agreements a major effort 
has been made to program local-currency proceeds for family housing 
for United States military personnel stationed in foreign countries 
Such currency use was authorized by Public Law 161, 84th Congress. 

Under agreements negotiated to date a total of $50.2 million in 
foreign currencies has been programed for this purpose. Of this 
amount the equivalent of $15 million is being used in the United 
Kingdom for family housing. Construction of this housing is expected 
to begin shortly. The balance of the $50.2 million, which is expected 
to be committed during the next few months, is distributed as follows: 
Japan, $17 million; Spain, $8 million; Finland, $4.8 million; Italy, 
$3.5 million; Austria, $1.9 million. 

Loans.—The act provides that loans of local-currency proceeds 
accruing from sales of surplus agricultural commodities under Public 
Law 480 shall be made through established banking facilities of the 
foreign countries or in any other appropriate manner to promote 
multilateral trade and economic development. Strategic materials, 
services, foreign currencies or dollars may be accepted in payment 
of the loans. 

Negotiations to conclude loan agreements are conducted by United 
States representatives with foreign governments. The agreements 
specify terms and conditions of repayment, etc., which have been 
developed in consultation with the National Advisory Council on 
International Monetary and Fiscal Problems. The Export- Import 
Bank acts as agent of the United States Government in executing the 
agreements and servicing the loans. 

Up to December 31, 1955, loan agreements with 4 countries had 
been signed, providing for local currency loans of the equivalent of 
$80.03 million. These include Israel, 7.4 million dollar equivalent; 
Japan 59.5; Peru 2.63; Spain 10.5. Negotiations are underway to carry 
out the loan provisions of other sur plus commodity sales agreements. 

Programs for the utilization of loan funds are usually “dev eloped 
jointly by the foreign government concerned and the United States. 
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The most important emphasis in the expansion of economic develop- 
ment programs through loans of local currency generated by Public 
Law 480 sales continues to be placed upon projects designed to increase 
purchasing power and standards of living abroad. 

Programs for use of $69.3 million equivalent of local-currency loans 
have been approved for 3 countries. About 85 percent of the $59.5 
million of yen loaned to Japan will be used to finance the local-currency 
cost of additional power facilities. About $8.3 million of yen will be 
utilized for irrigation and reclamation work in northern Honshu and 
Hokkaido. $2.3 million equivalent of Peruvian soles have been re- 
leased to help finance a project in northern Peru to irrigate land 
primarily for production of tropical crops. About $4.7 million equiv- 
alent of Israeli pounds will be used to finance irrigation and develop- 
ment of power facilities in that country. Discussions are underway 
with other countries on appropriate projects for which loan funds may 
be used. 

International educational exrchange.—Substantially all the agreements 
negotiated in the period covered by this report have provided for the 
use of some of the local-currency proceeds in international educa- 
tional-exchange programs under section 104 (h) of the act. Funds 
were also provided for this purpose in the agreements negotiated in 
the fiscal year 1955. Arrangements are being made with the Govern- 
ments of Chile, Peru, and Turkey for 3-year programs utilizing such 
proceeds. Programs are also in active preparation for Argentina, 
Brazil, Colombia, Ecuador, Egypt, Spain, and Thailand. 


COMMODITY SHIPMENTS 


The first shipments under this program were made in January 1955. 
Since that time shipments have totaled about 2% million tons. 
Approximately 71 percent (by value) of the commodities authorized 
under all title I agreements had been exported as of December 31, 
1955, and about 80 percent of the total value, excluding cotton, had 
been exported by that date. Cotton has moved slowly because of 
price difficulties, so that only about 53 percent of the cotton pro- 
gramed has been exported to date. Substantially all shipments of 
commodities other than cotton covered by agreements signed in the 
first year of the program have been completed. 

The monthly tonnage of all commodities shipped through Decem- 
ber 31, 1955, under title I agreements is shown in the accompanying 
chart. 
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Titte Il. Famine REvIEF AND OruHer ASSISTANCE 


Title II of the act provides that up to $300 million worth of surplus 
agricultural commodities held by the Commodity Credit Corporation 
may be used over a 3-year period to provide assistance to friendly 
peoples in meeting famine or other urgent relief requirements. 

During the 6 months covered by this report, transfers of about 
$32 million (CCC cost) of surplus commodities were authorized to 
8 countries. Programs include expansion of a school-lunch program 
in Italy, and transfers of commodities to meet relief requirements 
in the Near and Far East and Latin America. Commodities include 
about $11 million of nonfat dry milk, $5 million rice, $11 million of 
wheat and corn, $3 million fats and oils, and about $1 million each 
of dry beans and raw cotton. The 8 countries and the CCC cost 
of the commodities, in millions of dollars, are: Italy, $17.4; Libya, 
$0.8; India, $3.6; Pakistan, $6.6; Cambodia, $2.5; Guatemala, $0.5; 
Costa Rica, $0.2; British Honduras, $0.3. 

Programs authorized since the beginning of the program under 
title II total $141.2 million (CCC cost). Commodities included are 
$97 million grain, $18 million fats and oils, $15 million milk and milk 
products, $7 million raw cotton, and over $3 million dry beans. 


Titte III 


Title III of the act covers donations for domestic use and for 
distribution abroad by nonprofit voluntary agencies and intergovern- 
mental organizations, as well as CCC barter activities. 

Section 302, domestic donations.—The volume of surplus foods 
donated to school-lunch programs and needy persons in this country 
during July-December 1955 was 20 percent larger than the volume 
distributed in the corresponding period in 1954. Manufactured dairy 
products, dry beans, and rice were available during the entire 6- 
month period under the section 302 authority. In December 
wheat and corn were added under this authority for distribution to 
schools and other eligible domestic outlets. 


TaBLe IV.—Commodities donated to domestic recipients under Public Law 480, 
July-December 1956 } 


[Millions of pounds] 


| School | Charitable) Needy 


Commodity lunches institutions) persons 


Butter_- 

Cheese - - -- 
Nonfat dry milk- 
Dry beans 








1 Based on distribution pattern through October. 


Section 302, foreign donations——Table V shows the quantity and 
value of commodities approved for foreign donation through nonprofit 
voluntary agencies and intergovernmental organizations during July- 
December 1955 under this authority. This is an increase of over 90 
percent as compared with the same period of fiscal year 1955. 
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TaBLE V.—Commodities donated for foreign relief through nonprofit voluntary agen- 
cies and intergovernmental organizations, July-December 1955 


| Ariane Millions of 
Commodity oe dollars at 
“| CCC cost 








On December 12, wheat, corn, dry beans, and rice were added to 
the list of surplus commodities available for foreign donations under 
this authority. This action is one of a series of steps taken to increase 
further the utilization of surplus foods in this country and abroad. 

Section 308, barter—This section strengthens and reemphasizes 
prior barter legislation contained in the Commodity Credit Corpora- 
tion Charter Act of 1948, as amended, and in the Agricultural Act of 
1949. It directs the Secretary of Agriculture to use every practicable 
means to expedite the exchange of CCC-owned agricultural commodi- 
ties for less-costly-to-store strategic materials and other materials, 
goods, and equipment needed by United States Government agencies. 
Agencies of the United States-Government procuring such materials, 
goods, or equipment are directed to cooperate with the Secretary of 
Agriculture. 

In operation, barter is effected through contracts between CCC and 
private United States business firms which use commercial trade 
channels in fulfilling these contracts. The contracts call for the 
delivery of specified materials with payment to be received in CCC- 
owned agricultural commodities which must subsequently be exported 
by the contractor. The origin of materials and the destination of 
agricultural commodities are limited to friendly countries but are not 
required to be identical. Materials are valued at not to exceed cur- 
rent market prices when the offer is accepted and agricultural com- 
modities are valued at prevailing CCC export prices applicable to 
export sales when commodities are taken by the contractor. Con- 
tracts generally run for a period of up to 2 years. 

Barter contracts entered into during July-December 1955 total $51 
million. During the same period agricultural commodities exported 
by contractors, largely against prior contracts, totaled $167 million 
and materials delivered to CCC totaled $46 million. The difference 
in rates of delivery, between materials and agricultural commodities, 
asereee by cash deposits or irrevocable letters of credit in favor of 
CCC. 

Barter contracts entered into in the current period were at a lower 
rate than during the July 1954—June 1955 period but above that for 
the first 5 years of the barter program. ‘Table VI compares barter 
contracts negotiated since the inception of the barter program for 
these three periods. 





62 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


TasLe VI.—Comparison of barter contracts entered into in specified periods ! 


ie ae | 1954-55 | July-December 1955 ? 


Materials eee 


| 
Millions of | > | Millions of | Millions of 
dollars | Percent dollars Percent | dollars Percent 





Strategic: 
Minimum stockpile 
Long-term stockpile 
Supplemental stockpile 





Total strategic 








Supply: 4 
ICA. 


35. 8 | 


107. 6 











! Years beginning July 1. 

2? Incomplete for December. 

’ Acquired and held as assets by CCC using as a guide the ODM supplemental stockpile list for kinds, 
quantities, and specifications. 

* Nonstrategic materials, goods, and equipment. 


Agricultural commodity exports by contractors in fulfillment of 
barter contracts with CCC totaled $167 million for the period covered 
by this report, which represents an all-time high for agricultural ex- 
yorts under barter. However, as may be noted from table VII, this 
high export rate resulted primarily from old contracts entered into 
during the preceding year and cannot be maintained in view of the 
sharp decrease in new contracts reported above. 


TasBiLe VII.—Agricultural commodities exported through barter in specified periods ! 





July-December 1955 2 
1949-50 | 

Commodities Jni | through 1954-55 

| 1953-54 


| | 
Under all | 1954-55 | 1955-56 


contracts | contracts contracts 








Quantities in thousand units 


Wheat 7 : | she ‘ 33, 445 | 46, 261 28, 100 | 26, 945 
Corn ---| ~9'388| 43381 | 42'561 | 29,648 
Grain sorghums c Hundredweight wal 990 | 4,725 15, 821 | 12, 906 
Barley.-..-- ..| Bushel_- sel dieel lliie 5, 244 25,213 | 21,230 
Cottonseed oil OS™ ae 4, 630 19, 687 14, 434 14, 434 
| Se EES eee 33 | 54 194 162 | 








Millions of dollars 
Total value 7.6 | 124.6 167. 4 138.5 


! Year beginning July 1. 
2 December partly estimated. 


3 Includes oats, flaxseed, rye, cotton, dried skim milk, rice, linseed oil, cottonseed meal, soybeans, tobacco, 
and peanuts. 


A total of 26 different countries received agricultural commodities 
exported under barter arrangements in the year 1954-55, as shown in 


table VIII. 
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TaBLE VIII.—Value of agricultural commodity exports by destination, 1954-55 
against 1954-55 barter contracts ! 





(Thousands of dollars] 


} | 
Country Vs Country 





I ae el in eisanreniniee 543 || Portugal hoc akba deco dndiiak wisbinddvuls comet 
Denmark 2 |} Spain | 
. ; || Sweden 
| Switzerland _- jetidsoie 
T aiws an (Formos: 3) 
Greece | 
India 7 || United Kingdom 
Ireland (Eire) ; | Venezuela 
Israel ‘ 5, 8 Yugoslavia 
Japan : a 4 2. Le : 
Korea | 
Mexico Total 
Netherlands _---- ies : 





1 Year beginning July 1. 
3 Also includes shipments for which documents listing countries of destination have not been processed. 


The rate of material deliveries to CCC by contractors against barter 
agreements in the report period increased somewhat over the rate for 
last year. Materials delivered by contractors, except for supple- 
mental-type strategic materials, either have been transferred or are 
scheduled for transfer to other agencies with full reimbursement to 
CCC. Under administration policy, supplental-type strategic ma- 
terials are retained in the Corporation’s inventories, thereby ‘holding 
all strategic materials procured through barter off the market. Fur- 
ther, the acquisition of supplemental-type strategic materials has been 
limited to materials within the Office of Defense Mobilization sup- 
plemental stockpile list and of a durable nature for which carrying 
costs are insignificant as compared with the carrying costs for the 
agricultural commodities exchanged. Materials delivered in the 
report period compared with deliveries in the preceding year and the 
first 5 years of the barter program are indicated in table LX. 


TaBLe IX.—Value of materials delivered by barter contractors in specified periods * 


[Values in millions of dollars] 





| July-December 1955 2 
| 1949-50 

through | 1954-55 | 
| 1953-54 


Materials 
| Under all 1954-55 1955-56 
| contracts | contracts | contracts 





Strategic: 
Minimum stockpile 
Long-term stockpile . 
Supplemental stockpile type 3__.....__}...---.----- 


Total strategic 


Supply: 4 
ICA 
Defense... _.... 


Total supply 


! Years beginning July 1. 

2 Incomplete for December. 

’ Acquired and held as assets by CCC, using as a guide the ODM supplemental stockpile list for kinds, 
quantities, and specifications. 

* Nonstrategic materials, goods, and equipment. 
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Mr. Sueewan. Mr. Chairman, the reason for my remark is that 4 
years ago I was in Norway, Denmark, and Sweden. I visited, for 
instance, some public housing projects and I was told by the Swedish 
Government official that part of the government housing there was 
built with United States funds. Yet there was not a single Swede 
in Stockholm who knew that. All they knew was that this was built 
by the Swedish Socialist Government. 

I saw some factories in Norway that were built with United States 
economic funds, yet no one in the towns knew that these were built 
with our funds. “As far as they were concerned, they were built by the 
Norwegian Government. 

I am afraid that our whole program, as Mr. Allen pointed out to 
me, the common man does not know what has happened there. ‘The 
government official knows about it but he keeps quiet about it because 
he wants the government to have the credit. 

The Cuarrman. Is that generally true? 

Mr. Garnett. I do not think there is any question, from what I 
have observed abroad, that there is an insufficient understanding of 
the amount of United States aid. 

The CuarrmMan. You mean that you yourself have observed that 
the general public in those countries know nothing about the United 
States aid that is being accorded them / 

Mr. Garnett. That is right. 

Mr. SHeenan. That is right. 

The Cuarrman. For the record, and I just want to know, in the 
audience who is interested in this subject and who is not. I know 
most of the people in the audience but I am wondering whether or 
not there are representatives in the audience from the countries, 
nationals of the countries that we are discussing here. 

For instance, if there is a representative in the audience from the 
United Kingdom, Norway, or Sweden, would you be kind enough to 
stand up and give your name for the record. That invitation, of 
course, takes in any observer who is here as a national of those 
countries. 

Mr. Hansen. I am Scott Hansen. I am shipping adviser to the 
Norwegian Embassy. 

The Cramman. Thank you. 

Mr. Barpier. I am Henri F. Barbier of the French Embassy. 

Mr. Boservr. Hans Boserup, Danish Embassy. 

The Cuairman. Is there any other representative? 

Mr. Savinie. William Saville of the British Embassy. 

Mr. Rope. Max Rode from the German Embassy. 

The Crarrman. Is there any other representative ? 

I say to you gentlemen that we are very happy to have you with us, 
and we are interested, of course, to know of your interest in the pro- 
gram, and I want to say that the questions asked here reflect no per- 
sonal feeling toward your people. We have the greatest friendly 
feeling. It is merely a hearing to try to develop what is best for our 
country and why objections have been raised to this program. 

Will you proceed, sir. 

Mr. SuHeenan. | am through. 

Mr. Thompson ? 

Mr. THompson. No questions, Mr. Chairman. 

Mr. Dingell? 
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Mr. Dincew. I think I will defer to my senior colleagues seated 
below me. 

The Cuarman. Mr. Tumulty ? 

Mr. Tumutry. I am slightly dizzy because I find that I am suddenly 
senior to somebody. 

As I understand it, sir, the essential problem we are discussing 
involves two problems : 

One, your problem in trying to dispose of the surplus farm products 
in the United States; that is No, 1, is it not? 

Mr. Garnetr. That is right. 

Mr. Tumutry. The second problem is the necessity for our country 
to maintain an adequate merchant marine ? 

Mr. Garnetr. That is correct. 

Mr. Tumutry. The two are necessarily involved ¢ 

Mr. Garnerr. That is right. 

Mr. Tumutry. As I understand your position, I guess we are the 
only country in the world that has this surplus, are we not? Do you 
know of any other country that has a surplus comparable to ours? 

Mr. Garnetr. Canada has a rather large amount of wheat, but 
otherwise the accumulation of stocks is largely in the United States. 

Mr. Tumutry. And I think we agree, all of us, that this surplus 
which is gathered in our country poses a problem for us rather than 
being a blessing ? 

Mr. Garverr. That is right. 

Mr. Tumvtty. So that when we give these foods away, so to speak, 
we are really trying to relieve ourselves of a problem as well as trying 
to help the countries to which we make these goods available? 

Mr. Garnett. That is correct. 

Mr. Tumutry. So that to the extent to which these countries refuse 
to take this surplus, we are left almost with an unwanted baby, are 
we not? 

Mr. Garnett. That is right. 

Mr. Tumutrty. So that, as I gather, you are really here not so much 
to attack the merchant marine as you are here because you think the 
cargo-preference law impedes you in what you conceive to be a duty 
of first moment—that is, to wit, reduce the surplus which this country 
now labors under? 

Mr. Garnett. You have stated it very well and I would like to em- 
phasize that we are not here to attack the merchant marine. 

Mr. Tumutry. Therefore, you must have in mind some alternative 
proposal. This law is more or less designed to protect our merchant 
marine, to give it a preferred standing, 1 may I say, or whatever kind 
of standing \ you wish to call it because, as I gather, if this law did not 
exist, I would assume that then the shippers of the United States 
could not carry this and they might lose business. 

I know you deny that, but that is the argument; is it not? 

Mr. Garnett, That is argued. 

Mr. Tumutry. Assuming that to be true, what solution do you have 
for that problem? Assuming you could persuade the committee, in 
— words ? 

I do not know whether you have been persuasive but you have 
viven us a lot of exercise. What would you propose, assuming now 
the committee said, “There is something to this,” and I think we all 
recognize there is a problem. 
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Do you have anything in mind that would preserve our merchant 
marine from deteriorating ? 
As I notice, you say in your statement : 


The Department of Agriculture is firmly convinced that the maintenance of 
our merchant marine fleet is essential to national welfare and security— 
that is agreed / 

Mr. Garnett. That is agreed. 

Mr. Tumutty. We have no doubt about that / 

Mr. GArnetr. No, sir. 

Mr. Tumvutry. So that we are only differing then in how to assist 
you in what you conceive to be, and everyone agrees to be, a momentous 
proble m, and at the same time work out this statement that you have 
just made to preserve the merchant marine as essential to our national 
welfare and security. 

Do you have an alternative proposal ? 

Mr. Garnerr. I believe I would have to give you only a personal 
opinion. I believe that if we offered to pay up to half of the cargo, 
that the products would move in United States vessels, except in those 
countries that are maritime nations. 

Mr. Tumutty. How would that differ from the present program ¢ 

Mr. Garnerr. It would avoid the compulsion on maritime nations 
that they take half of the cargoes in United States bottoms. 

Mr. Tumvttry. In other words, what is particularly objectionable in 
this statute is the requirement that 50 percent travel in United States 
bottoms / 

Mr. Garner. That is right. 

What I would propose would be that we would offer to carry half 
of the cargoes in United States vessels, but not even with maritime 
nations to make it compulsory. 

Mr. Tumcuttry. You have made no attempt to find out what financial 
position this would leave the shipping lines in; have you / 

Mr. Garnett. The majority, or the great bulk of the title I commod- 
ities, move to other than maritime nations, so I believe the effect would 
be rather small. 

Mr. Tumuury. You said the effect would be rather small, the effect 
on whom ? 

Mr. Garnetr. The adverse effect on the maritime interests of the 
United States would be relatively small. 

Mr. Davipson. Would the gentleman yield? 

Mr. Tumutry. Yes. 

Mr. Davipson. I do not quite understand you. When you say 
“We,” of course you mean the United States Government would offer 
to pay 50 percent‘ 

Mr. Garnetr. Yes, sir. 

Mr. Davipson. Will you just expand on that? Ido not quite follow 
you. 

We would offer to pay 50 percent of the freight charges ? 

Mr. Garnett. We would pay 50 percent of the freight charge, and 
of course use that 50 percent to pay for United States bottoms. 

Mr. Davipson. The United States Government would offer to pay 
50 percent. Now, they would pay that directly to the lines, to the 
carriers; is that your point ? 

Mr. Garnerr. Yes; it would be essentially the same situation that 
we have now except that it would not be compulsory. 
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Mr. Davipson. What do you think would be the effect on our mer- 
chant marine under such a plan? 

Mr. Garnett. As I just stated, I think it would have a rather small 
effect, adversely, because of the majority of products moving to non- 
maritime countries. 

Mr. Davipson. Your solution would be that we should do this, but 
in a permissive manner and not in a compulsory manner 4 

Mr. Garnerr. That is correct. 

Mr. Davipson. Do you think that our merchant marine would be 
just as active in the course of this commerce / 

Mr. Garnetr. Yes. 

Mr. Davipson. Or do you maintain that the effect would be very, 
very small indeed, and that the change would be very small indeed 4 

Mr. Garnerr. That is correct. 

Well, I would not say very, very small indeed. The majority of 
these farm products that move under title I are moving to countries 
that would welcome our payment, payment and movement, in United 
States bottoms. The amounts that move to the maritime nations will 
be relatively small compared to that. 

Mr. Davinson. In other words, the solution that you offer would not 
help the problem that you have with regard to these maritime nations 
such as Norway and Denmark? 

Mr. Garnerr. It would. 

Mr. Davipson. It would help them ? 

Mr. Garnetr. It would help them. 

Mr. Davipson. I see. 

In other words, you would eliminate United States bottoms with 
regard to those nations? 

Mr. Garnetr. We would not make it compulsory. 

Mr. Davipson. What would be the effect of such a permissive regu- 
lation or law rather than a mandatory one? 

Mr. Garnerr. I think that in many cases, and in most cases over 
the world, the nations would be glad to accept United States dollars to 
pay freight in United States bottoms rather than to dig up the money 
themselves. 

Mr. Davipson. In other words, you would tell us that these nations, 
if they got United States dollars, would be satisfied to have the result 
remain the same, namely, that 50 percent of the carrying would be 
done in United States bottoms? 

Mr. Garnetr. Let me make it perfectly clear. IT am not proposing 
that we authorize the expenditure of U nited States dollars to move 
these commodities in foreign bottoms; that is perfectly clear. 

Mr. Davinpson. In other words, = would only spend this money 
in the United States with regard to United States bottoms? 

Mr. Garnetr. Certainly. 

Mr. Tumutry. I do not think I yielded, I think I surrendered. 

Kssentially, then, what you are proposing is to have the United 
States, with regard to its merchant marine, concentrate more on carr y- 
ing the surplus food to countries which need the food most; is that 
correct ¢ 

Mr. Garnett. Yes. 

Mr. Tumutry. Do you mean that if your plan is followed out, that 
where the maritime nations exist and where they have these difficulties, 
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that then the United States shipping would be eliminated in its en- 
tirety! You do not mean that, do you? 

Mr. Garnerr. I do not think that it would necessarily follow that 
United States shipping would be eliminated entirely, even in those 
maritime countries. 

Mr. Tumutry. I am not arguing with you. 

As I see it, the crux of what you are saying is that if the maritime 
nations could come and pick this stuff up in their own bottoms and 
not have this law at all that there would, however, be some consider- 
able loss due to the absence of this statute which is obligatory # 

Mr. Garnett. No, sir; that is not true, because what we are ob- 
jecting to is that no goods move at all in anybody’s bottoms. The 
object that we are trying to overcome is to get tobacco, cotton, and 
food grains moving. 

Mr. Tumvury. All right, but as 1 heard you answering the ques- 
tions of my distinguished colleague from New York, I gathered the 
impression that you did say that 50 percent of the money which we 
would pay to these countries on United States bottoms would go to 
countries which would not be parties of the maritime group; is : that 
not so ¢ 

Mr. Garnetr. That is right. The offer would be all countries, and 
most countries would accept that offer. 

Mr. Tumctry. You mean that the maritime countries would be 
willing to have us pay 50 percent of the goods to travel on our own 
ships; is that the proposition? Does that make sense ? 

Mr. Garnett. I hope I am not confused. 

Mr. Tumuury. Are not the real reasons that the maritime nations 
are objecting because they want to use their ships rather than our 
ships because we are in competition ? 

Mr. Garnett. That is right. 

Mr. Tumuury. So that what essentially you are proposing is that in 
order to move surplus goods that we surrender our competition with 
foreign nations in the maritime area so that we can accomplish the 
good “of getting rid of these surpluses, take that loss and make it up 
someplace else ? 

Mr. Garnetr. It is not a loss because the goods are not moving. 

Mr. Tumuury. You have said here that you provided for the sale 
of $517 million worth of commodities ? 

Mr. Garnerr. But that does not go to these maritime countries. 

Mr. Tumctry. No. Some of it goes to them, does it not ? 

Nothing at all goes to the maritime countries now ? 

Mr. Garnerr. We are talking about Denmark, Norway, and the 
United Kingdom ? 

Mr. Tumutry. That is right. 

Mr. Garnerr. It appears now that there will be nothing moving 
so that there would be no loss to the maritime interests of the United 
States in any case. 

Mr. Tumvutry. But, as a matter of fact, there will be a loss to them 
though because they will not be shipping anything either; is that not 
correct ? 

Mr. Garnett. That is right. 

Mr. Tumutry. So that the proposition then that we are facing, 
and I am not saying it is a wrong proposition, is that we either must 
retain the cargo preference law as it is or, in the alternative, we must 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 69 


think of some other program which will not impair the merchant 
marine, because you agree with us that it would be unthinkable to 
have no merchant marine ¢ 

Mr. Garnett. We agree. 

Mr. Tumutury. There is no doubt in your mind that if we do not 
retain this cargo preference law, that the merchant marine will not 
get its share of business in competition ¢ 

Mr. Garnett. That is right. 

Mr. Tumutry. So the only thing is that they will not get the busi- 
ness, we will not get the business, the surplus commodities will not 
move, but we will lose what we have / 

Mr. Garwnetr. That is right. 

Mr. Tumcttry. What you have to show us, in my opinion, is, what 
advantage is it to us and how can we retain the merchant marine and 
get rid of the goods at the same time ¢ 

You propose that we pay 50 percent of the transportation on our own 
ships ? 

Mr. Garnetr. We would offer it to the maritime nations, too, if they 
wish to accept it. 

Mr. Tumutry. Is that not as effective as offering a man a drink when 
heisonadiet? They will not accept it, will they / 

Mr. Garnett. Japan will probably continue to be sold. 

Mr. Tumutry. But that is not a maritime nation. 

Mr. Garnett. But here are the maritime nations who could not move 
the products and they had to have United States bottoms. 

Mr. O'Leary. Japan was unable to carry half of them. 

Mr. Trowrcrry. I am not going to press the point except to this ex- 
tent, that you have stated that you are convinced, and you give three 
reasons why the title of S. 2584, a bill to exempt title I, a program for 
cargo preferences, should be exempt for the following reasons : 

You say you have lost opportunities to move commodities to a num- 
ber of countries. Actually, we have identified them as the maritime 
nations ? 

Mr. Garnett. That is right. 

Mr. Tumutty. I assume the maritime nations need this food or they 
would not be seeking it ? 

Mr. Garnett. That is correct. 

Mr. Tumutry. So that while the food is not moving, true our ships 
may not be getting the business, but they are not getting the food 
either ? 

Mr. Garnerr. That is right. 

Mr. Tumctry. So it would seem to me that involved in your propo- 
sition is not so much that we repeal or amend this law so as to get the 
food to them, but, rather, so that their merchant marine can be re- 
tained ¢ 

Mr. Garnett. Yes, sir. 

_ Mr. Tumutry. If they need the food badly enough, they will take 
it under any circumstances ? 

Mr. Garnetr. That is right. 

Might I make just a little « explanation ¢ 

Mr. Tumunry. How can you expect this committee to adopt a policy 
which admittedly, on your own testimony, will be harmful to the mer- 
chant marine unless you suggest some alternative. Do you not think 
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that should be done and it should be more than an opinion from you? 

Should it not come from es Department / 

Mr. Garnetr. What we are recommending will not be harmful to 
the maritime interests of the United States because we are denied the 
movement of those foods or those farm products under the present 
arrangement. 

Mr. Tumvutty. You do not know how long you will be denied that, 
do you? 

Mr. THompson, Will the gentleman yield ? 

Mr. Tumuttry. As soon as he answers that question, Mr. Thompson, 
I will be glad to. 

You assume that these countries will continue to hold out, do you 
not ¢ 

Mr. Garnerr. I assume that they will. We have seen no change in 
the attitude of the countries involved. 

Mr. Tumuury. Apparently, then, they do not need the food very 
badly ¢ 

Mr. Garnerr. They do not need it as badly apparently as we would 
like to get rid of it. 

Mr. Tumutty. I vield. 

Mr. THompson. Thank you. 

Is this not, in the final analysis, a gigantic squeeze play to see who 
can hold out the longest, we with our granaries bursting and these 
other maritime nations who need grain and are they not just pulling 
in their belts and the English saying, “We have done without fresh 
fruits during the war and we can do it again” ? 

It is a gigantic squeeze play to see who can hold out the longest. 

It seems to me that our own Agriculture Department is not being 
of too much assistance in developing a plan to make this workable. 
Where are the sympathies and policies in existence in the Department 
of Agriculture ¢ 

Mr. Garner. Our sympathies are to move the cotton, tobacco, and 
the other products that we have. 

Mr. THompson. With no regard whatsoever to the overall benefits 
to the United States? 

Mr. Garnetr. I think that would be a very unfair statement. 

Mr. THompson. You stated a minute ago that your only regard 
was to move these surplus commodities. 

Mr. Garnett. We are certainly preoccupied with that responsibility 
at the moment. 

Mr. THompson. Do you think that we have gotten oursefves into 
this situation by creating something that grew like Topsy ? 

We created a Frankenstein of complie: tions. Now, would you sub- 
sc pie toa plan that would be rather simple # 

I do not know whether bureaucrats can work things simply or not. 
Maybe I like to work things simply because I have a simple mind. 

If it is our purpose to get rid of food and fiber because we have 
too much of it, and the countries who are friends of ours and are 
to receive from us food and fiber, then why go through the circuitous 
route of agreements and financing and trying to save face of the 
other people instead of going directly to them on the basis that Mr. 
Norway or Mr. United “Kingdom, your people are hungry and we 
have the food. We havea surplus of grain and fiber so not only will 
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we give this to you, but we will deliver it to your door and have no 
exch: ange of money whatsoever. 

Then our merchant marine would get 100 percent of this food and 
fiber, would they not, because he would not have any consideration for 
money or exchanges or saving face or being delic ate ? 

We would merely say, “You are our friends and we have surpluses 
and we want to give them to you. We will not only give them to you 
but we will deliver them to your door.” 

Which nation could turn down something like that ? 

In the final analysis, that is all we are doing. 

Mr. Garnett. I would have to take exception to that, sir, that we 
do get material benefits—that is. the United States gets  aabie from 
the use of these funds and I could not say that this is a pure gratuity. 

Mr. Tuomprson. In most cases, it is, I think you will agree. 

Mr. Garnett. I do not agree to that. 

Mr. Tuompson. We do get some tanvible benefits, of course, but ! 
think we would come out a lot better off in the long-run if we got paid 
us we were entitled to be paid, and then naks gratuitous gifts aia 
not have these complications involving the merchant marine. We are 
going to have to subsidize it in some other way if we do not get busi 
ness for them. 

Mir. G ARNETT. | 4 only sper alk pe rsonally sinc e that involves a hieh 
(rovernment policy ~ but I belie ve that approac! is 2 sound one. 

Mr. Thompson. You mean the ap proach of paying oO percent of 
cost ¢ 

Mr. Garnetrr. No. sir. is sellnig the products f for-:on currencies 
md recapturing as mueh in value for the United States as possible. 

Mr. Tuompson. Ree ‘aptur ine how? 

Mr. Garnerr. Some in dollars, some in uses that would otherwise 
require appropriated dollars, some that may go into loans that are 
ql uite likely to be repaid in dollars or other useful goods or services. 

fr. THompson. When you say the words “quite likely to be repaid,” 
that is not a good business term at all. If you were a banker, you 
would not last a year if you made loans on that basis. 

Mr. Garnett. I think that I would rather take that chance, sir. 
than the one that you were suggesting, which would mean you just 
vive up and say that there was no possibility. 

If you gave them aw: ty, you would have no possibility of recapture. 

Mr. Tompson. You have none now, as a matter of fact. 

Mr. Garnerr. Certainly I believe that is a matter of opinion. I 
think our chances are good to recover a rather large share of the total 
market value of the products sold under this program. 

Mr. Trrowrpson. Have you recovered any up to date? 

Mr. Garnerr. Yes: about a third. 

Mr. Tuomrson. W hy could you not use some of that to offset the 
differential in freight costs ? 

Mr. Garnerr. The differential in freight costs in dollars and that. 
as we pointed out in the statement yesterday, cost $3 million up to 
date. 

Mr. ZetenKo. Will the gentleman yield ? 

The Cuarrman. Mr. Tumulty? 

Mr. Tumvtry. Just one question. 
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You state in page 3 of your statement: 


We believe that at the present time programs totaling about $40 million might 
be possible if the cargo preference question were resolved— 
that is the whole total that you expect to recover if the Cargo Prefer- 
ence Act is changed as you request ? 

Mr. Garner. No, sir; I would not wish to state that. Those are 
the things that are firm and solid. Those are programs that were 
last year. Had we made last year’s preg ams, I think we would have 
had at least as big programs this yea 

‘Fhe same thing i is true this year. 

Mr. Tumutry. This is for last year? 

Mr. Garnetr. This is for last year. 

Mr. Tumutty. Yet you say at the present time we are talking about 
this year, I assume. 

When you say “this year,” you mean last year / 

Mr. Garnerr. Up to date. 

Mr. Tumcutry. I would guess that you are just about that, up to 
date. 

However, without belaboring it, because it is a lot easier to be 
asking question than answering them, assuming the $40-million figure, 
you say there is more but that is not firm or solid, what would be 
the cost of the program that you indicated earlier of paying 50 
percent of the cargoes to the nonmaritime nations to the United States 
in comparison to ‘this $40-million figure, if you can state it? 

In other words, how much would we have to subsidize our merchant 
marine in addition to what we are already paying them in order to 
carry out the plan that you suggest, paying 50 percent of the cost 
in United States bottoms to nonmaritime countries so as to recover 
the $40 million from the maritime countries. 

The nonmaritime you are paying half, and you are going to deliver, 
50 percent you are paying, to be transported in United States bottoms. 
It isto nonmaritime countries, is that right ? 

Mr. Garnetr. You are saying that we would have to export to 
some other country, say Pakistan as an example, an additional $40 
million ? 

Mr. Tumutty. Have you any comparison? Have you stated an 
alternative pr ogr am ¢ 

Mr. Garnett. Yes, sir. 

Mr. Tumcutty. What would the cost of the alternative program be 
in comparison to the amount of money that you say you could get by 
exempting title I from cargo preference ? 

Mr. Garnetr. It is my personal feeling that we would export to 
the maritime nations, in the absence of cargo preference, something 
that is substantially above $40 million. 

Mr. Tumutry. That is the only figure you have stated here? 

Mr. Garnerr. That is right. 

Mr. Tumutry. Take the 40 million and then take another guess. 

Mr. Garnett. I just say it would be substantially above 40 million. 

Mr. Tumcury. What would your program, paying 50 percent to 
the nonmaritime nations, amount to? 

Mr. Garwetr. That was 53 million. 

Mr. Tumutty. You do not mean to say you are going to spend 
53 million to get 40 million ? 
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Mr. Garnett. But this is to the nonmaritime countries. 

Mr. Tumutry. It is going to cost us more under the program that 
you suggest as an alternative. You are going to do away with the 
Cargo Preference Act. That is clear, is it not ? 

In order to make up to the American shipping for what they lose? 
There is going to be a loss; we have agreed on that, have we not ¢ 

Mr. Garnett. No. 

Mr. Tumutry. I thought we agreed to that a while ago. 

Did you not a little while ago give an alternative to make up for 
the losses these American companies would get because they did not 
have the cargo preference ? 

Mr. Garnett. Yes. 

Mr. Tumutry. You get what you want and there is a loss to the 
shipping companies. 

Now, how much? 

Mr. Garnett. I do not think there is a loss to the shipping com- 
panies. 

Mr. ZeLenKo. Would the gentleman yield ? 

Mr. Tumutry. I will not ‘only yield, but I will give up at this point. 

Mr. Garnett. I am sorry, I am not trying to cover anything. 

Mr. Tumutry. I do not know. what you are trying to do, but I just 
cannot figure it out. I do not know why you offer an alternative 
program to make up for a loss when you say the loss does not exist. 

You are saying now that to repeal the Cargo Preference Act would 
add 

Mr. Garnett. I gave a solution which I thought would permit us 
to make sales to maritime countries which are not now possible, and 
because they are not now possible it means that if we stick to the law, 
the United States maritime will get nothing anyway. 

Mr. Tumvutry. Not necessarily. 

Mr. Garnerr. We have not been making sales to these maritime 
countries. 

Mr. ZeLenkKo. Will the gentleman yield? 

Mr. Tumutry. Yes. 

Mr. ZELENKo. Have you discussed your statement and the substance 
of your testimony with your counterpart in the Department of Com- 
merce ¢ 

Mr. Garnett. No, sir. 

Mr. ZeLENKo. I will tell you what confuses me. 

We sat through lengthy hearings here sometime in the spring in 
which we heard your counterpart ‘and persons in the Department of 
Commerce urge that we should build up this merchant marine, keep 
our ships oce upied and keep them sailing the sealanes. 

Mr. Garnett. Yes, sir. 

Mr. ZeLeEnKo. Now, their argument impressed us. 

Your argument seems to be in logical contradiction to that of the 
Department of Commerce. I want to know, do you not think it would 
have been better, both of you being part of the executive department 

in charge of this program, to coordinate your thinking and your 
arguments before you present two sides to us, and both diametric: ally 
opposite ¢ 

How are we going to arrive at a solution when you people are fight- 
ing each other ? 

Mr. Garmatz. Is the gentleman through ? 
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Mr. Ze_enko. When I get an answer. 

Mr. Garnerr. I would think there would be advantages both ways. 

If we came up here with a compromise position, I would think that 
the committee would not have all the points of view that would be 
desirable for the committee to have. 

Mr. ZeLenko. We are interested in legislation. 

Mr. Garnett. Yes, sir. 

Mr. Ze_enko. In proper legislation. 

Mr. Garnerr. Yes, sir. 

Mr. Zetenko. One of your departments comes in here and offers one 
side of this picture. You come in and offer the other side. 

How can we draft legislation or repeal legislation when we cannot 
figure out what you people want ¢ 

What is necessary to effect it! Do you not think it is better for you 
people to get together first and come here with a solution than to ask 
us to take sides either with the Department of Commerce or with the 
Department of Agriculture / 

Mr. Garnerr. I believe, sir, that we were asked to state our case 
hefore this committee. 

Mr. Zetenko. Should not your case have been stated in the execu- 
tive department, in the Cabinet at higher level first / 

Mr. Garnerr. The Cabinet was not asked for legislation or the 
administration was not asked for leaislation. 

[ believe, sir, that this hearing was at the initiation of your com 
mittee. 

Mr. Zenenko. Of course, because we are confused. We hear one side 
and we hear another side. You people have to administer these laws, 
but each one comes in and says, “We want you to do it our way.” 

How can we effectively legislate when we do not know what you 
people want in the way of legislation ¢ 

Mr. Garnerr. Let me tell you that we thought we were doing what 
the committee wanted. 

Mr. Ze_enxo. I see. 

In other words, there is no coordination between you and the 
Department of Commerce on this point / 

Mr. Garner. On this point. 

Mir. ZELENKO. You are going to leave this entirely to us? 

Mr. Garnerr. We knew of no other approach than that this was 
the Way the committee wanted to have it done. 

Mr. Sre.y-Brown. Would the gentleman yield? 

Mr. Zetenko. Yes, sir. 

Mr. Srety-Brown. I thought you had finished, Mr. Tumulty. 

Mr. Tumuvtry. I have just one more question, Mr. Garnett. — 

I am interested in your statement that there will be no business. 

In other words, the merchant marine will get no business because 
there will be no business with these maritime countries. How do you 
know these maritime countries will persist in refusing to participate 
in this program ¢ 

Mr. Garnerr. [ really do not: I admit that. 

Mr. Tumvury. You do not know that there will be no business. 
It is not a deliberate attempt on their part to say, “We are not going 
to take your business” / | 

Mr. Garnerr. That is the indication that has been given to us. 
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Mr. Tumutry. In other words, these countries, Denmark, Norway, 
and the United Kingdom and what other one ¢ 

Mr. GaRNETY Those are the three. 

Mr. Tumutry. You have indications? 

Mr. GaRNetT. Yes. 

Mr. Tumvuvry. Indications that they will not participate and un- 
less we do it their way, they will not t: ake our gifts / 

Mr. Garnett. That is what the indications are. 

[ certainly am not in a position to say. 

Mr. Tumuury. Your main objection then is really to placate them 
hecause you have a job to do and you have to get rid of the surplus 
one way or the other, and you hate to see this avenue of relieving the 
surplus terminated ¢ 

Mr. Garner. That is correct. 

Mr. Tumuttry. Have they displayed a willineness to compromise 
or go along in any way ? 

Mr. Garnerr. No, sir: they have not. 

Mr. Tumury. Do you think, in view of their attitude, 
the United States, while we concededly are trying to help ourselves, 
nevertheless. we do not have to make these terms so accessible to them. 

hould not only put our goods out to them but put our merchant marine 
jeopardy ¢ 

Do you not think that after all the money we h 
the sacrifices that we have made and are willing to make. and. con 
ceding that they have made sacrifices too, do vou not think that we 
ivea right toexpectia conciliatory attitude form them ¢ 

Apparently it is a take-it-or-leave-it attitude that we a 

Mr. Garnerr. It has been that up to this point. 

Mr. Tumvutry. jeg are the indic: ations / 

Mr. Garnerr. Yes, si 

Mr. Tumutry. That is the real reason you are here. because, in the 
performance of your duty, after all it is your duty to solve this surplo : 
9 problem, faced with an adamantine position on their part, you 

Ww Ming to make a concession so as to do what you conceive to be ‘the 


greater good, to-wit, get rid of the surplus food in the fashion that 
you have been doing? 


Mr. Garnerr. That is right. 

Mr. Tumuury. I have nothing further. 

The CHarrmMan. Mr. Ray / 

Mr. Ray. My questions have been answered. 

Mr. Martian. Mr. Garnett, yesterday in your discussions with Mr. 
Allen, you were talking about the question of overall Government 
responsibility and you made a statement yourself that you are all part 
of the same team in trying to achieve common objectives, but in your 
prepared statement, and also in your discussion with Mr. Allen, you 
put quite a bit of emphasis on the fact that you thought this was a 
subsidy being charged against the farm program and it was imnreper. 

I think Mr. Allen said that bookkeeping was getting more impor- 
tant than objectives, and then the subject was dropped and did not go 
any further. 

If you were convinced that the return value to the taxpayer of the 
cost of the 50-50 law in your program was greater than the loss to 
the farm program that was involved, would you not feel that in spite 
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of your objections to it that the law should still be kept the way it is? 

Mr. Garnert. Yes, sir; but I would hasten to say that I see no loss 
to the maritime interests of the United States by making sales of 
cotton and tobacco that we otherwise would not make, and that the 
countries, by and large, with whom these agreements are made are 
countries that have balance of payments difficulties in their foreign 
exchange, and therefore I think that a voluntary arrangement by 
which we would agree to move half of the cargoes in U nited States 
bottoms and pay for them would be acceptable. 

Mr. Maiuiarp. And it is your contention that such an alternative 
program would result in the same tonnage of farm surplus commod- 
ities being shipped in American bottoms as is now shipped 4 

Mr. Garnerr. Very essentially so; ves, sir. 

Mr. Maiurarp. How do you know? 

Mr. Garnerr. I think we could go down probably country by coun- 
try if you wish. 

Mr. Martuiarp. I am not interested in that really, because I do not 
think it should take up that much time, but what I am really getting at 
is this: 

Is this an opinion that you feel there is ample evidence to support ? 

Mr. Garnerr. Yes, sir, and based on the fact that the majority of 
the countries aré not maritime nations. They have to use foreign 
exchange to pay shipping, and therefore they just fall in the category 
that they would welcome, for the most part they would welcome, the 
further assistance of using United States bottoms to move those 
cargoes if we paid the dollars. 

Mr. Mamutarp. Why only 50 percent? If that s a good idea why 
not offer to pay 100 percent if they will ship in American ships? 

Mr. Garnerr. I don’t imagine they would accept it. 

Would they? 

Mr. O'Leary. It would be a physical impossibility. 

There is one further thing that will illustrate Mr. Garnett’s point. 

Mr. Maruiiarp. I would like an answer to that question. 

If your alternative proposal is that we should offer to pay, not on 
‘l compulsory basis but offer to pay the freight if it is shipped in 
American ships, why not 100 percent ? 

Mr. O'Leary. That is the point. We are required under this pro- 
gram to protect—— 

The CuatrrmMan. Do you want the witness to answer or his assistant / 

Mr. Matuirarp. I think this is a policy question. It is not tech 
nical in any sense as far as I know. 

If this is, let us say, an inexpensive relative method of being of 
assistance to the American merchant marine, if 50 percent is good 
on that basis, I cannot see why there would be any objection to 100 
percent. 

Mr. Garnerr. Certainly that would not hamper the program. 

Mr. Maitiiarp. Then it would seem to me that if you came to this 
committee with an alternative proposal which would provide a good 
deal more tonnage for American shipping you might get a more 
receptive greeting to your program. 

It just occurs to me that it is logical then on a voluntary basis, we 
are not coercing anybody. There is no flag discrimination involved 
: ee We simply say you ship on our ships and we will pay the 
reicht. 
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Would the Department of Agriculture make such a recommenda- 
tion to the Congress 4 

Mr. Garnetr. There is one little limitation on that. 

We make these sales theoretically and pretty largely as being addi- 
tional to purchases that they might otherwise ‘make. Therefore, 
we get down to commitments oe they will buy certain amounts from 
us within a given marketing y 

We could’ get into meobiede:4 in certain countries where we would 
have difficulty in getting the movement entirely on United States 
bottoms to get it there within the time. 

Mr. Matni1arp. We don’t have to do it. 

Mr. Garnett. We just offer to do it. 

Mr. Mamurarp. We just say that we will pay for it if you ship it 
on our ships. 

Mr. O’Leary. Within the time limit. 

Mr. Garnett. If that could be done—— 

Mr. Mariurarp. Do you think the Department of Agriculture would 
make such a recommendation ¢ 

Mr. Garnetrr. I would think that they would certainly give very 
careful consideration to that. 

Mr. Maii1arp. Then where would their objection be that this is 
a merchant-marine subsidy being charged to the farm program ? 

Mr. Garnetr. The way it is now fin: anced is that this payment for 
cargo space is paid out of the funds authorized by the Congress to 
the Commodity Credit Corporation which is a part of the cost of the 
farm program. 

Mr. Mariirarp. Does that become a part of the loan? I mean is 
that subject to recapture, or is that an out-and-out grant? In other 
words, if a country agrees to buy X dollars in value of farm com- 
modities, and, under the 50-50 provision, half of it is shipped in 
American ships and you have to finance that in dollars; is that added 
to the loan ? 

Mr. Garnetr. That becomes a drain on the capital of the Com- 
modity Credit Corporation. And under Public Law 480 it provides 
an authorization for the restoration of the funds used from the Com- 
modity Credit Corporation for this program. 

Mr. Marriurarp. Yes; but do you have any chance of recapturing the 
ioney that is expended for freight ? 

Mr. Garnett. Yes, sir. 

Mr. Matiurarp. Does it become a part of the charge against the 
foreign country ¢ 

Mr. Garnett. Exc 2 for the differential, the $3 million we have 
talked about. We get a deposit in foreign currency of the total 
amount, including the freight. 

Mr. Matnurarp. Including the freight ? 

Mr. Garnerr. And then there is a possibility that from military 
funds or other Government programs we might get a recapture of part 
of that. 

Mr. Maruiarp. You would get theoretically, or you might get a 
recapture of all of it, mightn’t you? 

Mr. Garnett. That is correct. 

Mr. Mariirarp. Actually, theoretically, you should get it all back 
one way or another in value to the United States ? 

Mr. Garnetr. That is absolutely correct. 
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Mr. Matrurarp. To what extent is this charge against the farm 
program / 

Mr. Garnert. Let me only say this—— 

Mr. Marmusarp. Except for the $3 million. That, I understand, is 
cash out of pocket. But the rest of it is no more of a charge against 
the program than the price you negotiate. I mean you are supposed 
to get it back. It isa loan. 

Mr. Garnett. Much discussion has been given to the cost to the 
United States farm program. And this $53 ‘million that is paid for 
freight shows up as a cost of the farm program in the appropriation 
of the Congress. 

Mr. Matturarp. To the extent that you do not get it back, and, there 
fore, it is a drain on the capital funds of the ¢ ‘ommodity Credit 
Corporation 

Mr. Garnerr. That is right. 

Mr. Martirarp. When you are talking about $7 billion worth of 
surplus that $53 million is not going to loom very large. 

Mr. Garnerr. It is not a major item. 

Mr. Maitiiarp, Let me take your sentence here on page 2 of your 
statement, 

However, such governmental support as is necessary for maintenance should 
be directly provided and should not be at the expense of the farm program. 

It seems to me that it is only remotely at the expense of the farm 
program W ith the except ion of the $3 million. And also it occurs to me 
that if vou are going to be this niveh of a stickler about putting charges 
directly against the program only where it is entirely due to that 
program, we could kind of have a little reverse English on this. 

You store quite a bit of grain in ships that belong to the Depart 
ment of Commerce, do you not ¢ 

Mr. Garnerr. Yes, sir. 

Mr. Mainurarp. And do you pay full value for that storage space 
to the Department of Commerce ? 

Mr. Garnerr. I know that we pay a million dollars a day storage 
cost, 

I am not sure—I would imagine perhaps that we do not pay. I don’t 
know. 

Mr. Mataiarp. I think it could be clearly established that that is 
a subsidy that the merchant marine is giving to the farm program. 

The Cratrman. That is a very important question. I would like 
to have that in the record. 

Do you or do you not pay the storage in these ships? 

Mr. Garnxerr. Do you happen to know? 

Mr. O'Leary. I don’t know how much. 

We have an agreement with the Department of Commerce, and we 
pay the expenses of the storage. But I don’t know how much. 

Mr. Garnerr. I am told that we do have an agreement with the De- 
partment of Commerce. We do pay. The exact amount we don’t 
know. If you wish, we shall—— 

The Crarman. Do you pay just for the cost of repairing the ship 
for storage / 

Mr. O'Leary. The cost of the storage operation. 

Mr. Mariuiarp. It is my understanding 

I think perhaps later on we might get somebody who can answer. 
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The Cuairman. If these people don’t know what ne are doing 
themselves we have got to find somebody else to tell \ But these 
people are the ones that are complaining about the mu of-pocket 
money. I want to know how much they know about their own 
business. 

I am not going to let them off the hook with a question. 

And I am glad you raised this. 

How much do you pay ¢ 

Mr. O'Leary. I don’t know. 

The CrarrmMan. Will you find out? 

Mr. O'Leary. We will find out immediately. 

Mr. aaeinen: May I answer that question ? 

The CHArrRMAN. Yes. 

Mr. Hvupriorr. Under an arrangement with the Maritime Adminis- 
tration, the ships are put mm shape ‘and the Department reimburses for 
that cost. 

The CuarrmMan. That is all the cost you pay / 

Mr. Hupriorr. The ships are then at our disposal, and we use them 
as we see fit. 

The CrarrmMan. That is all you pay? You do not pay any per 
diem ¢ 

Mr. Hupriorr. I think that is correct. 

The Cuarrman. There is your question—free storage. 

Mr. Mamiiarp. I think this would be an interesting point because 
I believe from the information that is available to me it could be shown 
that this $3 million that is beimg complained about is a drop in the 
bucket compared to the value of the facilities that are loaned to the 
Department of Agriculture by the Department of Commerce. 

The CHatrrman. How many ships have you got / 

Mr. Hupriorr. Presently close to 300. 

The CuarrmMan. You have 300 ships. 

Now what would it cost you to store that amount of grain in storage 
warehouses that you have got in these 300 ships? 

Mr. Hupriorr. It would be very substantial. 

The CHarrMan. I want the cost to go in the record. I want that 
in the record. Have you any idea 

Whi . does one ship hold? 

Mr. Garnerr. About 10,000 tons. 

The CHairMaNn. What does it cost you a year to store 10,000 tons in 
a warehouse / 

Mr. Garnerr. The commercial rate of storage runs about 25 cents 
per bushel per year. 

The Cuatrman. What will that be? 

Mr. Garnett. Just as a rough calculation, sir, it would appear to 
be around $22 million. 

The CuatrmMan. $22 million a year? 

Mr. Garnett. Yes, sir. 

The CuatrMan. What is that? 

Mr. Garnerr. Yes, sir; that is a rough calculation that I have 
made here, 

The Cuarrman. You are getting away with free storage in the 
amount of $22 million a year, and yet you are up here quibbling over 
What? What is it? $3 million? 

Mr. Garnerr. $53 million. 
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The CHarrMan. $53 million. 

You can cut it down to $32 million. 

Mr. Casey. May I ask a question about that $53 million you are 
talking about now. 

In answer to Mr. Tumulty’s question you said that if they removed 
the 50-50 legislation but substituted authority to pay 50 percent of 
the freight you did not think the United States bottoms would lose 
any business. Is that right? You did not think they would lose any 
business ? 

Mr. Garnett. Lose any business; yes. 

Mr. Casry. The compulsion was the thing you objected to. 

Mr. Garnetr. That is right. 

Mr. Casey. Under the $53 million figure that you are talking about 
here, half of that figure or $27.2 million would have gone in United 
States bottoms or in some bottoms that required the payment of 
dollars anyway, would it not, to the different countries that we know 
about who would have to pay for their freight in dollars? 

Let me ask one of the others that know more about that. 

Mr. Hudtloff, is that not a fact? Is it not a fact that half of this 
$53 million would have been paid in dollars out of the appropriations 
by Agriculture anyway ? 

Mr. Hupriorr. I think that is correct. 

The Cuatrman. Then you have no 

Mr. Casry. That is only half of it. 

Now for the other half we are down to $25.5 million that con- 
ceivably cost dollars that might not have cost dollars but for 50-50. 
And yet Mr. Garnett says that if we remove 50-50 but offer to pay 
50 percent of the freight the lines would not have lost any business 
hecause these were maritime nations that might conceivably have 
shipped in United States ships anyway if we offered to pay the freight. 
Is that right ? 

Mr. Garnett. That is right. 

Mr. Casey. So in regard to the $25 million we are back to the $ 
million that is paid to the tramps for differentials. Is that not right ? 

Mr. Creperserc. Will the gentleman yield ? 

The Cramman. Mr. Mailliard has the floor. 

Mr. Matnuiarp. I would like to see what Mr. Garnett says to that 
question. 

I agree with Mr. Casey. I think we are talking about $3 million 
unless we simply repeal 50-50 and do nothing for the American 
merchant marine. 

If we continue to carry anything close to 50 percent, which you 
consider we would under the alternative proposal, the $3 million is 
the only thing we are talking about that it is costing you. 

Mr. Garner. That is correct. 

Mr. Matuutarp. I sort of take exception to this—maybe it is a little 
unfair—holier-than-thou attitude that you think anything that bene- 
fits the merchant marine ought to be charged against the merchant 
marine and not against the farm program, when I think it is perfectly 
clear you are getting a lot of free help from other sources, too, and 
one of them is the merchant marine. 

Mr. Garnett. I think it is fair to state that it is conceivable that 
from a dollars-and-cents standpoint the foreign exchange that we ac- 
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crued in maritime nations under 480 agreements could be used to trans- 
port the commodities in non-United States bottoms to other countries. 

So that conceivably there could be a program— 

In other words, if we were thinking only of the interests of agri- 
culture there would need to be no pay ment made in dollars whatsoever 
to move the commodities. 

Mr. Marmurarp. Yes, I should not doubt that that is true, but I think 
you have already granted that the Department of Agriculture is in- 
terested in the national welfare in other respects, too. 

Mr. Garnett. Thank you for helping me on that point. 

Mr. Mamurarp. That is why I think that this sentence in your pre- 
pared statement is not perhaps really representing your views when 
vou examine it. 
~ Mr. Creperserc. Will the gentleman yield to me? 

Mr. Marurarp. Yes; I yield. 

Mr. CreperBeRG. I do not see why dollars and cents has anything to 
do with this discussion at all. 

It is a question of two things: Moving agriculture products and 
taking care of the merchant marine at the same time. 

Forgetting about the dollars, what is $50 million? It does not 
mean a thing in the overall program of either the merchant marine or 
the Agriculture Department. We want to protect the merchant 
marine because it needs protection from the foreign costs which are 
much reduced from ours. 

That is why I cannot go along with this great-free-trade theory that 
is so applicable all over the country and seems to be spreading so 
widely. We want free trade in every place, but the merchant marine. 
And I think we need protection in all industries as well as the merchant 
marine. 

But, secondly, we want to move these products, too. And dellars 
do not mean anything if we do not move the products. That is the 
crux of the whole problem. 

The Cuatrman. Haven’t you got that to the place, Mr. Mailliard, 
where the Department of Agr iculture owes the merchant marine-some 
money ¢ : 

Mr. Mainur1arp. I was endeavoring to get to that point, Mr. Chair- 
man. 

The Cuatrman. I think you have clearly demonstrated defeat of 
these gentlemen, because I think they are avoiding a cost to the Com- 
modity Credit Corporation that should be paid. And I think they 
ue getting away with graft. 

Mr. Garnett. I hope we can pay it in dinars or some other currency. 

The Cuarrman. You admit you are using this storage and paying 
nothing for it. 

Mr. Mailliard ? 

Mr. Maituiarp. I do not think I want to consume any more time, 
Mr. Chairman. But I would certainly like to see the Department of 
Agriculture take a little broader view of this problem. 

For one thing, there never is any mention made as to what the United 
States Government recaptures on liner service subsidies, on income tax 
that is paid by American seamen and by American corporations and 
all of the other benefits which do come back to the United States Treas- 
ury in any program in which we endeavor to give financial support 
tothe American merchant marine. 
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[ do not know why the Department of Agriculture could not be very 
happy to be a part of this beneficial program when the cost to the 
taxpayer, I am pretty well satisfied, is maybe a minus cost and not a 
plus cost at all when you get all the benefits back from the program. 

The only objection ‘that you make really is that this should net be 
charged against the farm program. And I would suggest that after 
the questions and answers of the last few minutes that maybe this is 
a question the Department had better not raise. 

Mr. Auten. Will the gentleman yield ¢ 

Mr. Mainuiarp. Yes; I will. 

Mr. Auten. I would like to ask Mr. Garnett if this statement which 
[ made on July 21, 1955, appearing at page 9646 of the Congressional 
Record, is not true. This is an excerpt which I will read that has to 
do with the reverse costs, as it were. 

Consider, for example, the storage of grain in the vessels of the laid-up fleet. 
Currently 338 of such vessels are loaded with grain, and an additional 106 
vessels are scheduled to be loaded, a total of 444 vessels. These represent a 
capital investment of $767 million. The postwar sales price for these ships under 
the Ship Sales Act would be approximately $242 million. A substantial capital 
asset which is of peculiar concern to the merchant marine industry is immobilized 
for the purposes of the industry and made available to the agricultural interest 
without charge. 

Each vessel stores an average of 228,000 bushels, or an average of 6,100 tons. 
The annual storage value per vessel at 15 cents per bushel is $34,200. The 
current annual storage value contributed by the 444 vessels is $15.2 million. 
That amount annually is the contribution without reimbursement of the mer- 
chant marine side of the Government to the Commodity Credit Corporation and 
the agricultural interest of the Government. 

Is that not true in every detail ? 

Mr. Garnett. It sounds like it is a well worked out statement. 

I have no basis to question it. 

The Cuarrman. Mr. Mailliard ? 

Mr. Mariturarp. That is all, Mr. Chairman. 

The Cuatrman. Mr. Zelenko? 

Mr. ZELENKO. I want to ask you this, sir: 

You have named 3 or 4 nations that are complaining about this 
Cargo Preference Act; have you not? 

Mr. Garnett. Yes, sir. 

Mr. ZeLtenKo. Now did their complaints arise jointly or separately ? 

Mr. Garnerr. They were raised separately in terms of the title I 
program. 

Mr. Zetenxo. I want to know did they all come up together at 
one time / 

Mr. Garnetr. No, sir. 

Mr. Ze_enKo. What was the period of time? Which was the first 
and the dates, please ? 

Mr. Garnerr. The United Kingdom was first, in October of 1954. 

Mr. Zetenxo. And what was the complaint that was made, and 
by whom ? 

Mr. Garnerr. Cargo preference. 

Mr. Zetenko. And by whom? 

Mr. Garnerr. By the Government of the United Kingdom. 

Mr. Zectenko. I mean which portion of the Government. Mari- 
time? Agriculture? State Department ? 

Mr. Garnerr. It was a governmental body. 

Mr. ZeELENKO. What was the complaint ? 
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Mr. Garnett. That they were objecting to the cargo preference in 
title I. 

Mr. ZeLeNKO. On what ground? 

Mr. Garnetr. That it was not an aid program but a sales program. 

Mr. Zetenko. Was anything said about the fact that their ships 
were not being used¢ Or was the point made that it was an economic 
proposition, this money business which I don’t understand? What 
was the basis of the complaint ¢ 

Mr. Garnerr. The basis of the complaint was that they were buy- 
ing our commodities at regular market prices; they were paying full 
price in their sterling, that the sterling belonged to us, and that, there- 
fore, they should be able to move it in their own vessels. 

Mr. ZELENKO. Were they moving cargo on some of their bottoms 
to countries other than their own? Were the United Kingdom ships 
moving some of this cargo to countries other than the United King- 
dom ¢ 

Mr. Garnett. I would imagine that would be possible. 

Mr. ZeLeNKo. What was the next country that came up? And 
when / 

Mr. Garnett. This is October 1954. 

Denmark was the second, in March and April of 1955. They re- 
sponded that they had no interest in participating in the program as 
long as the cargo-preference clause applied to title I. 

Mr. ZeLenNKo. Was it just in substance in those words or did they 
talk about this sterling business, too ¢ 

Mr. Garnetr. These are based on cable communications. 

Mr. ZELENKO. Did the Norwegian ships move in part of this pro- 
gram to other countries, that is move cargo to other countries other 
than Norway ¢ 

Mr. Garnett. We have no record of that, but presumably it cer- 
tainly is possible. 

Mr. ZeLenko. Sir, what would you do if you were confronted with 
this situation, following your logic on the Cargo Act : 

The United Kingdom comes up and says “If you ship in Norwegian 
ships, we won't t: ake any of your merch: indise.” 

Have you been confronted with that yet? 

Mr. Garnetr. No, sir. 

Mr. ZeLtenko. What was the third country / 

Mr. Garnett. From Norway the reaction was received in Novem- 
ber, November the 14th, and they responded that it would be doubtful 
whether the offer could be ace epted as long as the 50-50 shipping clause 
applied to the title I transactions. 

Mr. ZeLeEnKo. And the fourth country ¢ 

Mr. Garnerr. The fourth country would be Sweden, which was 
where the reaction came in Oc ‘tober of 1955. 

Mr. ZeLtenko. You say “reaction.” Do you know or do you have any 
knowledge as to whether this reaction emanated from the countries 
individually or as a result of a concerted effort between all these four 
countries? In other words, was somebody promoting this, if you 
have any knowledge? 

Mr. Garner. I “certainly have no knowledge. 

Mr. Dorn. If the gentleman will yield, in going around through 
the countries involved and certain other countries, I was told very 
definitely it emanates from the United Kingdom, and that many of the 
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countries—I won't say the ones that are listed there—were giving it 
lipservice, but they thought ver v definitely the United States were 
very, very foolish that they did not ship 100 percent in their own 
bottoms. 

Mr. ZeLenKo. Did the gentleman say that he had heard that it was 
the United Kingdom ? 

Mr. Dorn. Yes. It emanated very definitely from the United King- 
dom. 

Mr. ZELENKO. This so-called reaction. 

Mr. Dorn. That they were controlling the whole situation. 

Mr. Tumutry. Is it not a fact that the only reason you are here is 
because of their opposition? Is that not so, that that is the only 
reason you are here? 

Mr. Garnert. That is right. 

Mr. Tumutry. If they had not taken this attitude you would not 
be here? 

Mr. Garnetr. Correct. 

Mr. Tumutry. And these reasons you have given are not the real 
reasons; these are reasons you had to supply for us to act. The real 
reason is you wanted them to take our goods, not the reasons listed. 

Mr. Garner. We want to sell more tobacco and cotton, 

Mr. Tumvuury. You had to submit these reasons, and while they may 
be good reasons they are not the real reasons. 

Mr. Toompson. Will you yield to me? 

The Cuarrman. Mr. Zelenko has the floor. 

Mr. Tuomrson. It is a matter of clearing up the record, Mr. 
Chairman. 

In regard to what Mr. Dorn mentions, it was learned that a lot of 
thisemanated from the United Kingdom, and I think more specifically 
the record should show that, as far as I know, it was indicated that 
trade journals of the industry in the United Kingdom were the places 
where these reports emanated from rather than letting the record 
show that the United Kingdom as a Government was responsible 
for it. 

Mr. Tumutry. What is the fact? 

Mr. Zetenko. May I ask a question ? 

Mr. Tumutty. I understood from the witness it was a Government- 
to-Government communication, 

Mr. Garnetr. We received our communication from a Government- 
to-Government communication. 

Mr. Zetenko. And, to your knowledge—and when I say yours I 
mean the Department—you say that you have no knowledge of any 
concerted effort, or the fact that all of this emanated from the United 
Kingdom ¢ 

Mr. Garnetr. We do not have knowledge of any concerted action. 

Mr. ZELENKO. I just want to ask you one more question, sir. 

Suppose one of these countries came along and said, “Now unless 
you ship it in our bottoms we won't take your merchandise.” Isn't 
that what, in effect, is being asked of us now: “We won’t take it in 
United States bottoms because of the cost”? That is what they are 
kicking about; is it not? 

Mr. Garnett. Not the cost. 

Mr. Zetenko. They are kicking about the fact that it is coming in 
United States bottoms for one reason or another. 
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Mr. Garnett. That is right. 

Mr. ZeLeENKO. They won't buy. 

Mr. Tumutry. They want us to sacrifice our merchant marine for 
theirs. 

Mr. ZeLeNKo. Is not the basic reason for this that each country 1s 
nterested in saving its own merchant marine, from what you have 
heard and what you have testified / 

Mr. Garnett. That is correct. 

Mr. ZeELENKO. Do you not think we should be more interested in 
saving our merchant marine than in saving the merchant marine of 
other countries ? 

Mr. Garnett. In this case we are not moving the farm products, 
the tobacco and the cotton, to the United Kingdom, and, because of 
this, it serves no benefit, therefore, to our merchant marine. 

Mr. ZeLtENKo. Let me ask you this, sir: If, as you have admitted, 
the underlying reason or basis for the refusal of these countries to 
take our merchandise is that they want to save their own merchant 
marine, do you not think that we should first look to the salvation of 
our own merchant marine before we look to the salvation of the 
merchant marine of other countries ? 

Mr. Garnerr. I have stated here repeatedly that we are interested 
in our own merchant marine. 

Mr. ZeLtenko. And if it is demonstrated to you that our merchant 
marine will suffer in some way at least if this 50-50 cargo preference 
is removed, then do you agree that you should withdraw this request ? 

Mr. Garnett. I think that other interests of the Government have 
to be considered as well, as this gentleman stated. 

Mr. ZELENKO. Which government? The other interests of which 
government ¢ 

Mr. Garnetr. Of the United States Government. 

Mr. Zetenko. The United States or the United Kingdom ? 

Mr. Garnetr. As Mr. Cederberg pointed out, there are two prob- 
lems involved. One is to move the : surpluses, and one is to protect the 
merchant marine. And that is what we all see. 

Mr. Tumuury. You will admit, however, your program does not 
help the merchant marine. 

Mr. Garnett. This does not help the merchant marine. 

Mr. Tumutry. It does not. And you are purely concerned, exclu- 
sively, with your disposal of farm surplus; isn’t that your main con- 
cern ¢ 

Mr. Garnetr. That is not true because in this case the merchant 
marine is not making any profit or hauling any cargo to these countries. 

Mr. Tumunry. You mean ours or the other merchant marines? 

Mr. Garnett. That is right. 

Mr. Tumutry. I yield whatever rights I have. 

Mr. Zeenxo. I yield the floor. 

The Cuarrman. I want to get to Mr. Dorn. 

Mr. Dorn. I think I had better pass. 

The CHatrman. Mr. Pelly? 

Mr. Pewiy. I have 1 or 2 questions I would like to ask you, Mr. 
Garnett, but I would like to say, as a carryover from yeste rday—and 
[am glad Mr. Miller has just walked in—that I for one do not feel 
there is an iota of evidence to indicate that you have operated outside 
the law. You are innocent as far as Iam concerned. But I certainly 
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would like to know if there has been any influence to get this 50-50 
cargo law changed. I don’t know anything, and you are clear as far 
as I am concerned. 

Mr. Garnetr. Thank you. 

Mr. Petty. However, I do think you are very inconsistent in this 
position as far as the legislation benefiting our merchant marine havy- 
ing to be charged in the bookkeeping against one department, because, 
after all, the Agriculture Department is really operating under the 
mantle of foreign aid, as I see it. And it is fine. I think we ought 
to kill all the birds we can with one stone. 

My exporters and importers tell me that it is highly important to 
the American farmers, the people that export, for instance, flour, to 
maintain American ships in our regular sea lanes because if our Amer- 
ican merchant marine gets off of the regular sea lanes we will be out- 
maneuvered in the world market on the basis of freight rates. So we 
will not be selling anything abroad. 

I think we should recognize in the record the importance of the 
American merchant marine to the farmer. 

I do not think you have taken the long-range viewpoint in criticiz- 
ing this 50-50 law. T recollect personally at the end of the last session 
of Congress when we were discussing the matter of increasing the pro- 
gram toa billion and a half and it was proposed to eliminate the 50-50 
provision, and I told some of my friends that the Members who rep- 
resented defense of our country, and the maritime interests, would 
rise up and defeat the whole program. 

I think we ought to take a long-range viewpoint on the thing. | 
have right in front of me a bill I am going to put in today, and to 
provide that we have 100 percent of these Government cargoes on 
American bottoms. 

The reason I am putting that bill in is simply the fact that if this 
program is attacked on the 50-50 basis then I propose that those of 
us who are interested in the defense of our Nation use this other bill 
and call a hearing—and I would ask the chairman to call a hearing 
on 100 percent—to see if you have any other program as an alternative, 
because we have to protect our American merchant marine. 

I do want to say that I think you are very honest in your answers, 
but I do not think you have looked at the long-range viewpoint. 

We are talking about a program that does not cost the farmer 1 cent 
actually. It costs the taxpayers, as I understand it, about 12 cents 
onevery dollar of freight. In turn, we get back some of that through: 
subsidy recaptured. 

But I think that the record should definitely show that the farmer 
has a terriffic interest in the preservation of the American merchant 
marine. Otherwise in the long range he will lose out in the markets 
of the world. 

Mr. Matiutarp. Will you gentleman yield ? 

Mr. Petty. I yield. 

Mr. Maiturarp. I would like to ask a question on interpretation of 
the law, Public Law 664, which we are talking about. 

Do you interpret the wording of that to require that 50 percent of 
the cargoes to each individual country be shipped on American flag 


ships, or do you interpret it to mean that 50 percent of the total ton- 
ave? 
nage ? 
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Mr. Garnett. We have been applying it so that 50 percent of each 
purchase authorization moved in United States vessels and 50 percent 
of each commodity moved in United States vessels, cargo by cargo. 

Mr. Mariirarp. Do you feel you are required to do that by law? 

Mr. Garnerr. The law states by geographic areas. 

Mr. Mariiutarp. The law says in such manner as will insure a fair 
and reasonable participation by United States-flag commercial vessels 
in such cargoes by geographic areas. But I was just wondering 
whether, to try to serve your purpose of moving cargoes, you cannot 
operate under ‘this law in such a way as to serve your purposes a little 
better. 

It looks to me like you might have enough latitude in here to meet 
the individual, peculiar situation. 

Mr. Garnerr. Let me say that we have stuck to the intent of the 
Congress just as tight as we could. We have not exercised any degree 
of elasticity in applying what we thought was the intent of the Con- 
ress. 

Mr. Matuutarp. Have you considered that possibility to meet indi 
vidual problems? [think the members of this committee are just as 
‘olnaau in moving agricultural products as anybody else is, but 
we do not want to do it to the detriment of our merchant marine. 
(nd certainly we have known of cases where departments that were 
unsympathetic to a law administered it in a most impractical manner 
so as to get it off the books. 
Mr. Garnett. No, sir. 

Mr. Marnuiarp. It seems to me that you ought to take advantage of 
whatever the law permits you in the way of elasticity of programing. 

Mr. Garnetr. Let me assure you that we have not operated the law 
ina way to purposely make it complicated so that we would object 
to it onthat basis. That has not been the case. 

Mr. Mattiiarp. Do you not feel that with the wording of the law 
and the legislative history that you are required to do this 50 percent 
of the cargo by geographic areas? 

Mr. Garner. I would like to turn that over to Mr. Hudtloff. He is 
the one who schedules the vessels. 

Mr. Hupriorr. No, we have applied that on the basis of what we 
feel is a closer control of it. And it so happens that in applying that 
particular control by purchase authorization and by commodity it 
oes fall into general geographic areas. 

But we have recognized that in the application of the bill. And 1 
believe that if we had programs where we felt that that was actually 
impeding our agricultural programs, certainly we would place it into 
effect by geogr aphic areas. 

Mr. Maruurarp. But then here you say, in the case of Denmark and 
Norway and now the United Kingdom, your negotiations have fallen 
down because of 50-50. 

Have they fallen down because of 50-50 or because of your interpre- 
tation and administration of 50-50? 

Mr. Hupriorr. No, sir. They have not fallen down because of the 
administration. Actually there is not enough leeway in that percent- 
age which is over 50 percent to absorb prob: ably what you are thinking 


of. 


It runs very close to 50 percent all the way through. 
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Mr. Matu1arp. But why not get over 50 percent somewhere so that 
in a place where it adversely affects your negotiations you could ac- 
cept something less than 50 percent ? 

Mr. Hupriorr. Those arrangements are made in the programing 
of it. Insofar as the financing of it goes, I would presume that could 
be done. 

Mr. O'Leary. May I help out on that ? 

Mr. Matii1arp. I just wonder are you trying to make it work or are 
you trying to interpret it in such a way that it is more onerous than 
it needs to be. 

Mr. Garnett. I would like to make it clear that we do not try to 
complicate the administration of it willfully because of any resistance. 

Mr. Marvuiarp. I was not suggesting that it was willful, but might 
it not be that your operation of the administration of the law is so 
rigid as to make it more onerous than it needs to be ? 

Mr. O°Lrary. May I speak to that briefly, sir? 

This program, whether you consider it an aid program or a sales 
program, is nevertheless, by injunction of Congress, to be so operated 
as not to displace the usual marketings of the United States. 

For that reason it is not like an aid program where you blanket a 
geographical area year after yer. 

We may have a program with one country in a given geographical 
area from an ocean shipping standpoint this year. We may have no 
other program in that area. 

At the time that Mr. Hudtlof is helping the shippers arrange their 
shipping schedules so that their ships will comply with the cargo pref- 
erence requirement of 50 percent United States flag, he has no assur- 
ance—and we can give him no assurance at that time—that if he in 
that particular program fails to assure that 50 percent of the cargoes 
go to that country on United States flag vessels we will have another 
country adjacent which could be classified under the law as in the 
same geographic area where he can catch up. 

Mr. Marurarp. That explains it. 

But then, if it is the geographical provision of the law that is bother- 
ing you, I don’t know but I have the feeling—I can’t speak for the 
other members of the committee—that we would be vin more gym- 
pathetic to some suggestion from the Department of modification that 
would make it easier to live with the law instead of your just coming 
in here and saying it is no good. 

A constructive approach would, I think, receive much more sympa- 
thy from this committee. 

Mr. O'Leary. I think we have not had difficulty in administering 
the law. 

Mr. Garnett. The administration has not been a problem. 

Mr. O'Leary. Shipments have moved successfully. 

Mr. Marmutarp. The whole burden of your testimony today and 
yesterday is that in certain countries you are unable to dispose of 
your products because of this law. But it appears to me that there 
might be ways of adjusting to your particular needs there and still 
keep the law effective. But you don’t propose that. You build up 
these arguments of your difficulties to impugn the law itself, not the 
particular provisions. 

I do not think there is any answer to that. I really more or less 
ms a it a suggestion, that if you would come here and ask us to do 
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something to help you that would not harm the purposes that we are 
irying to serve, I for one at least would be very interested in being 
of assistance. 

Mr. Petty. I gather from what you have said that you do con- 
sider the program a success as far as getting rid of the surplus agricul- 
tural commodities is concerned ¢ 

Mr. Garnett. Yes, sir. 

Mr. Petuy. I feel it is a success under 50-50. And I feel that rec- 
ognition should be on the record. 

And I wonder if I could ask you the question as to whether this 
would have been a success as a program if we had not had the Ameri- 
can merchant marine setting conference rates. In other words, if we 
had to negotiate with foreign governments without an established rate. 

Mr. Garnett. There is competition among other lines other than 
the United States. I am not going to say that we would not move the 
products under this without the 50-50. 

Mr. Petxiy. In general, however, the history of freight rates is, I 
think that where we do not have our own ships in an established trade 
that there is apt to be a foreign cartel or an arrangement worked out, 
or, in particular, a manipulation of freight rates to the extent that we 
lose out in our objectives of selling our products or whatever it is. 

If our flour mill operator is in competition with a foreign one, for 
example, selling, we will say, to Australia, we always lose out. be- 
cause of a freight rate or some way that the foreign government would 
have of ¢ utting where we would not. 

Mr. Garnett. I am sure that the advantage of the American mer- 
chant fleet is a benefit to agriculture’s interests in this respect. 

Mr. Petty. Iam very glad to have you say that. 

That is all. 

Mr. Mruter. Will the gentleman yield ? 

Mr. Petry. I just mentioned your name a while ago. I would like 
very much to yield to you. 

Mr. Mixer. I was just wondering, because as I came in you said 
you were glad to see I was here, and then you started to climb the fence. 

And Tam afraid that I might have 

Mr. Petty. You said you did not think he was operating within the 
spirit of the law, and I thought he should be given an opportunity to 
plead guilty or not guilty. 

Mr. Minter. I would be very happy to reiterate that for the record 
I do not think the Department of Agriculture has operated within the 
spirit of the law. 

I think if they operated in the spirit of the law they would have done 
as Mr, Mailliard has suggested, come here with some constructive sug- 
gestions, 

But they don’t like the law, it is evident. 

So they are saying it can’t work. Therefore, they have not oper- 
ated within the spirit of the law. 

And, for my colleague’s enlightenment, I would like to again say 

hat for the record. 

Mr. Petiy. I do not think you have any evidence. 

Mr. Garmarz (presiding). I would like to ask one question. 

[ see how you are showing so much interest in the American mer- 
chant marine. Here is an article in the paper where we are donating 
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1 shipload of grain, and it goes on to say that we have donated 6 loads 
altogether. 

Maybe I ought to read it to get the answer to my question. 

A cargo of wheat donated by the Department of Agriculture to the National 
Catholic Relief Services will be loaded aboard the freighter Arvobee this week 
at Port Covington grain elevator. The wheat is surplus grain and will go to 
Naples, Italy, for distribution throughout Italy to the needy, such as_ boys’ 
camps, hospitals, clinics, homes for the aged, homeless and hungry persons, 
the spokesman for the National Catholic Welfare Conference said. 

This is about the sixth cargo donated by the Federal Government to the Cath- 
olic agency, but it will be the first one moved through an east coast port. The 
others were routed through Houston and Galveston in Texas. 

The British flag Argobee is due in the port of Baltimore Wednesday from 
Poland. 

Can you answer me anything on that, Mr. Garnett, or explain why 
we are ee ing this to a charitable organization—which we are very 
much in favor of—but the fact is that even though we are giving it 
away it goes on a British ship? This is the sixth load. Did the other 
five loads go on British ships, too? Or what happened to the Amer- 
ican-flag ships ? 

This is when we give it away, not sell it, but give it away. 

Mr. Garnerr. May I answer that this way, that there is a problem 
on all of these donated foods as to how to pay the ocean cargo or the 
transportation. 

The International Cooperation Administration has a rather limited 
fund. I believe those funds are practically all committed. 

The gifts to which you refer are gifts by the Department of Agri- 
culture, but it does not include any provision for the payment of ocean 
transportation, and, therefore, it is up to the recipient country to ar- 
range for the transportation unless there are funds available from 
ICA. 

Mr. Garmarz. Could you find out for me who paid for the shipping 
of this particular grain in these six instances? Could you get that for 
the record ? 

Mr. Garnerr. Apparently it would be charitable organizations. 
But IT will get you an answer and insert it in the record at this point, 
as to how that was paid. 

Mr. Dorn. Would the gentleman yield? 

Apparently there is no prov ision in the law covering this point, and 
50 percent of the complete giveaway merchandise does not have to be 
shipped in American bottoms. 

Mr. Garner. Those are the giveaways referred to in section 416 
of the agricultural act which has no provision to pay ocean freight. 

Mr. Dorn. It has no provision that 50 percent must be shipped in 
American bottoms? You have not answered my question. 

Mr. Garnerr. There is no provision. The law does not apply there. 

Mr. Garmarz. Just one more question and T will vield back? 

Could you also furnish the other countries that received the other 
five shiploads? 

Mr. Garnerr. They were Italy. There are 60,000 tons going to 
Italy. 

Mr. Garwatrz. What flags have carried it? According to this 
article, this is the sixth shipload, the sixth cargo donated by the Fed- 
eral Government. Do you know what countries they went to and 
what flags they went on? 
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Mr. Garnetr. We shall attempt to determine the flags the cargo 
moved on. 

Mr. Garmatz. And furnish it for the record. 

(The information is as follows:) 


STATEMENT SUBMITTED BY THE DEPARTMENT OF AGRICULTURE TO THE COMMITTEE 
on MERCHANT MARINE AND FISHERIES, HOUSE OF REPRESENTATIVES, ON A QUAN- 
rity OF GRAIN DONATED BY THE COMMODITY CREDIT CORPORATION FOR DISTRIBU- 
rION TO NEEDY PERSONS IN ITALY 


The Commodity Credit Corporation donates surplus commodities to nonprofit 

juntary agencies and intergovernmental organizations for distribution to 
needy persons abroad under section 416 of the Agricultural Act of 1949, as 
amended. 

On December 14, 1955, Secretary Benson announced that commodities eligible 
under section 416 would be further expanded to include wheat, corn, rice, and 
lried beans for distribution to hungry people throughout the world. On Decem- 
ber 22, 1955, CCC announced the availability of these commodities to eligible 
agencies. Under this announcement a donation of approximately 45,800 long 
tons of bulk wheat was made to the Catholic Relief Services of the National 

itholie Welfare Conference for distribution to needy persons in Italy. Pursu- 
ant to the provisions of section 416, CCC assumed the responsibility for all 
harges in delivering the bulk wheat to elevators at United States ports (end 

- loading spout), at which point the Catholic Relief Services assumes title, 

ranges ocean transportation, and becomes responsible for distribution of the 

mmodity to needy persons in Italy. The Catholic Relief Services, 451 Madi- 
son Avenue, New York 22, N. Y., arranged vessel space to Italy on this program 
as follows: 


. Reet 
Vessel Flag Loading port | Liner/tramp Dats Long tons 


Midhurst British Galveston | Tramp Jan. 12 
Lipscomb Lykes......-.-..------| United States_| Houston-- -- Liner |___do 
Antinous-- SIE ee aes do. | Galveston do... | Jan. 22. 2. 
Oeesd Vicbort 3.522.505. cctsJks 6 Houston : : do Jan. 23 5, 000 


9, 400 
Tillie Lykes = : do. 7 2 | Galveston__- do } Jan. 26 | 4, 500 

| 

! 


4, 500 
2. 000 


Aghia Marina-_-- tree aa aeae do Tramp... | Feb. 1-5 . 10, 650 


Argobee British........ esd : | _do.. 19, 500 


5 percent. 


We are advised by the International Cooperation Administration that funds 
are being sought to cover the ocean transportation charges on the above vessels 
under section 409 of Public Law 665, Mutual Security Act of 1954. 


Mr. Garnett. Yes. 

Mr. Garmatz. We will go back to Mr. Pelly. 

Mr. Petry. I yield the floor. 

Mr. TuHomrson. Could I ask a question ? 

Mr. Garmatz. Mr. Davidson. 

Mr. Davipson. Thank you, Mr. Chairman. 

We are talking principally about the movement of Government- 
owned surpluses. Is that right? 

Mr. GARNETT. Principally, yes. 

Mr. Davipson. The Commodity Credit Corporation of the Depart- 
— of Agriculture is charged with the disposal thereof. Is that 
right ¢ 

Mr. Garnert. That is right. 

Mr. Davinson. We are not talking about giving away this surplus. 
Of course, those instances are extremely interesting. But we are talk- 
ing about selling it for foreign currency, which, you say, is of value 


to this country because these “foreign currencies substitute for appro- 
priated dollars. Is that right ? 


12725—_56———_-7 
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Mr. Garnett. Yes, sir. 

Mr. Davipson. Who pays the freight? Who actually, physically 
pays the freight charges on the 50 percent American bottoms which 
are now compelled to be used under the law / 

Mr. Garnett. The foreign importer pays it from local currency. 

Excuseme. My adviser tells me I made a mistake. 

Mr. O’Leary. You misunderstood him. He said who paid the 
freight on the 50 percent required to go on United States vessels. 

We furnish the dollar exchange. 

Mr. Garnerr. We furnish the dollar exchange. The equivalent 
still has to be paid by the foreign importer. 

Mr. Davinson. So, in essence, these importers pay those freight 
charges in their foreign currencies. 

Mr. Garnett. That is right. 

Mr. Davinson. How do you arrive at the amount of these foreign 
dollars which you would charge these foreign importers for our 
Government-owned surpluses? 

Mr. Garnett. The rate of exchange? 

Mr. Davinson. No. The cost of the commodities that you move 
and dispose of. 

It is } negotiation, is it not? 

Mr. Garnetr. The Commodity Credit Corporation cost is a figure 
calculated by the Commodity Credit Corporation. It represents the 
farm cost, the storage and unload in and out of storage, movement, 
and so forth. 

Mr. Davipson. And what are you going to ask the people to pay 
for it? 

Mr. Garnetr. The commodities are sold to the countries at the 
market price prevailing at the date the importer comes in to this 
market to buy. 

Mr. Davinson. I see. And you say, therefore, it is not in compe- 
tition with the American farmer who wants to export his products 
as he sees fit ? 

Mr. Garnerr. We require the foreign countries to agree that they 
will buy the usual amount of their purchases in dollars from the 
United States, and that this be additional purchases that they would 
not otherwise buy. 

Mr. Davinson. What is the advantage to the foreign importer? 

Mr. Garnerr. None. The advantage goes to the government. 

Mr. Davinson. To our Government ? 

Mr. Garnett. To the foreign government. 

The Italian importer has to pay just as much under title I as 
if he had purchased it in the open United States market. 

Mr. Davinson. Except that he is permitted to pay in his own dollars 
and not American dollars. 

Mr. Garnett. That is right. 

Mr. Davinson. That is the only advantage. 

Mr. Garnert. He pays in his own currency in any case. 

Mr. Davipson. Then how are we helping foreign countries with 
the movement of this surplus commodity ? 

Mr. Garnetr. They save the dollar exchange. They get some ad- 
vantage in the case that the money is loaned to them. In many cases 


they are permitted to buy farm products that they otherwise would 
not have foreign exchange to buy. 
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Mr. Davipson. I do not understand that last statement. 

They would be able to buy products 

Mr. Garnerr. In other words, they might have insufficient foreign 
exchange to buy the tobacco or cotton or dairy products that they 
might otherwise wish. 

Mr. Davipson. In other words, they have not got the money. They 
have not got the credits. 

Mr. Garnetrr. They might have it in their own currency. They 
do not have the dollars, the foreign exchange. 

Mr. Davinson. And that is the only advantage to these foreign 
unporters ¢ 

Mr. Garnett. Yes. It gives them an opportunity to buy products 
which they might not otherwise be able to. 

Mr. Davinson. What do you mean, “they might not otherwise be 
able to”? 

Mr. Garnett. If this provides for the purchase of 100,000 or, we 
will say, 5 million pounds of tobacco that the foreign government 
otherwise did not have the dollars to buy, this makes it possible so 
that the foreign importers can buy 5 million pounds of tobacco. 

Mr. Davison. They pay for it just the same at the regular rate 
of exchange currencywise / 

Mr. Garnerr. Yes, sir. 

Mr. Davipson. But the money stays in their country. 

Mr. Garnerr. The money stays in their country. 

Mr. Davinson. Is it a fact that these foreign importers object not 
only to the failure to use their bottoms, insofar as it would benefit or 
hurt their merchant marine, but also to the higher freight rates which 
they must pay when using our bottoms, to the extent of 50 percent / 

Mr. Garnerr. No, sir. 

We have eliminated the latter objection by paying the differential. 
and that is the one that accumulates the $3 million which we have 
been talking about here. 

Mr. Davinson. So then, the only objection that the foreign coun- 
tries, who have made representations to you or to our Government. 
have had, is that they would like to help their own merchant marine 
further. 

Mr. Garnerr. That is right. They see no justification of compul- 
sion when they are buying it on open prices in open markets and 

where the money belongs to us. 

Mr. Dorn. For the purpose of clarification, will the gentleman 
yield at this point? 

Mr. Davipson. Yes. 

Mr. Dorn. In our discussions over in the United Kingdom the 
point was made that the objection is a theoretical one rather than one 
of the British merchant marine. 

[ want to say this to clarify the point, that the objection is to a 
legal compulsion i in that they feel that a legal compulsion on the part 
of the United States injures the free merchant marine and leads to 
other nations imposing similar compulsions in the use of their own 
merchant marine to the detriment of all merchant marines. 

[ would believe that the point that they are making is to the theory. 
Of course, the practical application is something else again. 

Mr. Davipson. Of course, we have introduced a theory by virtue 

of our transactions which permit them to buy these surpluses which 
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they may take as they need without having dollar credits here. And 
the ‘y feel that that part of the theory should be left. 

-; Dorn. The idea is that they do not look on this merchandise as 
daisueak. If it were give-away that would be all right to have it 
ill in United States bottoms. 

Since it is not give-away and it is purchased merchandise they feel 
there should be no compulsion by law to have it in any bottoms. It 
should be free trade. 

Mr. Davinson. I am very grateful to you, Mr. Dorn, because that 
helps me very much. 

Thank you. Ihave no further questions. 

The Cuarrman. Mr. Dingell? 

Mr. Dinceiu. I have just a couple of questions here. 

Let’s take the country that wants to purchase goods over here. 
They have an option of purchasing either under title I or purchasing 
on the open market. Is that correct? 

Mr. Garnett. Yes. 

Mr. Dinceixi. And in either event they pay approximately the 
same price. Is that correct ? 

Mr. Garnetr. The same price. 

Mr. Dincetx. But in the event that they purchase on the open 
market they have to, of course, pay in dollars. 

Mr. Garnett. That is right. 

Mr. Dinceit. But they can haul it in their own bottoms. Is that 
Lot correct ¢ 

Mr. Garnett. That is right. 

Mr. Dincetx. And in hauling in their own bottoms are they not 
taking a certain amount of that farm surplus of ours off your hands, 
not present farm surplus but what might be future farm surplus? Is 
that not. a fact? 

Mr. Garnett. Yes. 

Mr. Dincet. So, in effect, you are not as bad off as you would have 
led us to believe insofar as this stifling the movement of surplus. Is 
that not correct ? 

Mr. Garnerr. It is limiting the opportunities to sell tobacco and 
other products that we might otherwise have. 

Mr. Dinceix. But in a much lesser manner than you might have led 
the committee to believe earlier? 

Mr. Garnett. I had no intention of misleading the committee. 

Mr. Dincetx.. I am not impugning your motives or your character 
sir. [Iam sure they are of the highest. But I do want to correct the 
record as much as possible so we have the fullest exposition possible. 

You told us earlier that there are several maritime countries, 
namely, the United Kingdom, Norway, and I believe, Denmark, which 
objected to this particular proposal. Is that correct ? 

Mr. Garnetr. That is correct. 

Mr. Dinceiy. This 50-50 provision in the law went through approx- 
imately in the last year. Is that not correct? 

Mr. Garnett. 1954. 

Mr. Drncett. All right, 2 years 

The CHamMaAN. Just a minute, if you will let me interrupt. 

It is now permanent law. But it has been attached to all other 
programs as the programs developed and passed the Congress. 

There is nothing new about it other than it is permanent now. 
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Mr. Garnett. That is right. 

Mr. Dince.u. Prior to the time, however, that this feature first at- 
tached on the law were there any transactions under title I with these 
three countries ? 

Mr. Garnett. No, sir. 

Mr. Dinegevt. No transactions at all prior to that time 4 

Mr. Garnett. No, sir. 

Mr. Drncett. Now you mentioned that we do not move cargo with 
this 50-50 provision in the law, I believe, in response to one of the 
other members of this committee. Is it not a fact that we moved ap- 
proximately $760 million worth of farm surplus commodities overseas 
in the last year? 

Mr. Garnetr. That is $769 million of CCC investment. The mar- 
ket value on that was $517 million. That is included in agreements. 
The only quick answer [ can give you on the other is that 3 million 
tons of cargo were scheduled and we have moved ‘ 214 million tons, 53 
percent, in United States bottoms. 

Mr. Dincett. And approximately $40 million of this was with these 
three maritime countries that you refer to, or, let us say, we might 
have been able to move $40 million more with these 3 maritime coun- 
tries you referred to. Is that correct ? 

Mr. Garnerr. As an absolute minimum. I think it would be safe 
to say that it would be substantially above that. 

Mr. Divert. But there is a possibility that those 3 maritime coun- 
tries might have purchased that same $40 million worth of goods on 
the open market in this country and then hauled it in their own bot- 
toms. Is that correct? 

Mr. Garnerr. | can give you an example to show that that is not 
quite right. 

In the case of the United Kingdom they would have bought $ 
million worth of tobacco for stockpiling. Or not stoc kpiling but 
to raise their stocks of tobacco in the United Kingdom to what they 
think is a desirable level. ‘They would have done it under this program, 

Without the program they will not raise their stockpiles of Amer- 
ican-type tobacco. 

Mr. Drxeeti. You mentioned a voluntary provision whereby we 
would ship or whereby we would say we will pay 50 pereent if yon 
haul in American bottoms to nonmaritime countries. Is that not 
right ¢ 

Mr. Garnerr. To all countries. 

Mr. Dineeit. To all countries. 

And you thought that would have the effect of doing the same thing 
as a 50-50 provision without having the objection of the maritime 
countries. 

Mr. Garnerr. Without the element of compulsion. 

Mr. Drncetu. I see. 

Is it not a fact, according to your own testimony, that with this 
0-50 provision in the law we only ship 53 percent of our CCC trans- 
actions in American bottoms? 

Mr. Garnerr. That is correct. 

_Mr. Dryceni. And that is with maritime countries and nonmari- 
time countries also. Is that not a fact? 

Mr. Garnerr. That is correct. We have limited freight financing 
to 50 percent. in most cases. 
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Mr. Dinceti. Would it not mean to you then that that figure of 55 
percent would drop because we would not have the support under our 
transactions with the nonmaritime countries / 

Mr. Garnetr. No; because Japan and other countries would have 
heen glad to have taken 50 percent that we would have given to them 
in order to pay for the ocean freight that they needed. 

Mr. Dinceti. Have you talked this proposal of yours over with 
any of the people in the maritime industry or in the Department of 
Commerce ? 

Mr. Garnett. No, sir. 

Mr. Drncet.. Is this something that you have given considerable 
thought to? Or did you just bring it in just this morning / 

Mr. Garnetr. Oh,no. Itisa thing th: it we have thought repeatedly, 
of some solution. But we have not been at liberty to discuss it. We 
have carried out the law that is on the books. 

The CHatrMan. You are at liberty here today and yesterday to dis- 
cuss it. 

Mr. Garnetr. Yes, sir. 

The CuatrmMan. That is all we wanted here. 

Mr. Dincet.. You refer to the transactions which were stifled by 
this 50-50 provision in the law. You said specifically it was with the 
three maritime countries—Norway, Denmark, and the United King- 
dom. 

Is it not a fact that they did not approach us to make those pur- 
chases, but we went to them and said we would like to sell? Isn’t 
that correct ? 

Mr. Garnerr. That is correct. 

Mr. Drncert. And so we really don’t know whether or not the reason 
they refused was these 50-percent provisions or some other provisions 
or some other reason. 

Perhaps they could have bought more economically elsewhere. Is 
that not a fact? 

Mr. Garnett. I certainly would not want to say that we could have 
been absolutely guaranteed that every other part of the negotiation 
could have been mutually resolved had it not been for this item. 

The negotiations bogged down and stalled on this issue, and we 
never proceeded. 

Mr. Drncett. Is it not an old axiom that when we do not want to 
do something one excuse is just as good as another ? 

Mr. Garnetrr. We have good reason to believe that these countries 
would like to have participated in this program. They need the 
commodities. 

Mr. Drvcetz. But we are not absolutely positive about this $40 mil- 
lion figure that you bring in to us this morning. We have some reason 
to think that we may have lost $40 million in sales, but we also have 
some reason to think that perhaps this $40 million sale loss that you 
mentioned may have come from some other feature, or we may never 
have had it at all. Is that not correct? 

Mr. Garnetr. That is correct. But, on the other hand, we could 
just as well have expected $50 million, $60 million, or $80 million or 
$100 million. 

Mr. Drnceti. Or $760 million? 

Mr. Garnett. Not that much, sir. 

Mr. Davinson. Will the gentleman yield ? 
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Mr. Drncetu. Yes. 

Mr. Davipson. These countries need the products, and they are 
buying them at market prices. They cannot get them any cheaper any- 
place else. Is that right? 

Mr. Garnetr. That is right. 

Mr. Davipson. And they are buying them with money that remains 
in their own countries, without the necessity of furnishing American 
dollars. 

What they would like additionally, according to their protests, is 
to assist their own merchant marine. Is that correct? 

Mr. Garnett. They object to the compulsion of this requirement on 
a commercial transaction. 

Mr. Davipson. You have stated the result. Have I stated the moti- 
vation ? 

Mr. Garnetr. No. I think that I would be correct in saying that the 
objection is to the compulsion of cargo preference on commodities that 
they buy commercially and which are not a gift. 

Mr. Davipson. You are repeating what Mr. Dorn said was a theo- 
retical objection. I want to see what the substance and motivation 
behind the theoretical objection truly is. 

Mr. Garnett. I think your line of reasoning then is correct. 

Mr. Davinson. All right. 

Mr. Tumutry. Will the gentleman yield? 

Mr. Drncetx. I will yield to Mr. Tumulty. 

Mr. Tumutry. The essential difference between their buying these 
goods in the open market is that they must use American dollars 


whereas if they buy in this program American dollars are, in effect, 
provided for them. 


Mr. Garnett. That is right. 

Mr. Tumutty. Which is an advantage to them. 

Mr. Garnett. That is right. 

Mr. Tumutry. So that, to that extent, the amount of American dol- 
lars provided to those countries is a gift, dollars they don’t have which 
they get. 

Mr. Garnerr. That is right. 

Mr. Tumutry. So what their objection boils down to, as you said, 
is the fact that there is a statutory compulsion on a purchase which 
they claim to be a true purchase. 

Mr. Garnetr. That is right. 

Mr. Tumvutry. The fact of the matter is, however, that it is not a 
true purchase because the money whet die the purchase becomes a 
purchase is supplied by the United States. Is that not so? 

Mr. Garnett. The dollars; that is true. 

Mr. Tumutry. Yes. 

So that it is not really exactly as if they came in and used their 
money and bought it and took it away. 

Mr. Garner. Not exactly; no. It does have a difference. But as 
far as the 

Mr. Tumuttry. You may explain it. 

ne really what they are saying to us is that “We object to the United 

tates Congress passing a statute which requires us to do a certain 

thing with ‘goods that we purchased with their money.” Isn’t that 
iat. their objection boils down to? Are they not, in effect, telling 
e United States Congress what they want us to do for them? 
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Mr. Garnett. No, sir. They simply said that on this deal they are 
not interested on these terms. 

Mr. 'Tumuuty. And therefore they are not going to buy any more 
from you. 

Mr. Garnett. They are not going to buy under this program. 

Mr. Tumuury. In other words, they are on strike. They won't 
buy until we changeit. Is that not what they are telling us? 

Mr. Garnet. That is what they are saying. 

Mr. Tumutry. They are telling us to take our surpluses and do 
something with them; aren’t they; in effect? Isn’t that just what 
they are doing? 

Mr. Garnett. Yes, sir. 

Mr. Davipson. Notwithstanding the fact that we are letting them 
import goods and keep the money in their own country. 

Mr. Garnett. They keep the money in their country. 

The large share of it would probably be used for United States 
purposes. 

Mr. Davinson. But it must be spent right there? 

Mr. Garnett. There is only one place ‘to spend it. 

Mr. Davinson. The only place you can spend it is in the country 
where it is. 

Mr. Garnett. You can export materials out of the countries paid 
for with those currencies. 

Mr. Davipson. We can buy their goods with it. 

Mr. Garnett. That is right. 

Mr. Davipson. We can import from that country with this money? 

Mr. Garnett. That is right. 

Mr. Davipson. We can build military installations there. Is that 
right? 

Mr. Garnett. That is right. 

Mr. Davinson. But all of it is spent right there. 

Mr. Garnett. It is spent right there. 

Mr. Davinson. So the United Kingdom, Norway, and Denmark 
have double service out of this money. 

Mr. Garnett. They have double benefit. 

Mr. Davinson. Double benefit. 

First they buy our commodities, and that money is again spent right 
in those countries, and not elsewhere ? 

Mr. Garnett. That has to be. 

Mr. Davipson. And their trade balance is in no wise disturbed ? 

Mr. Garnett. That is correct. 

Mr. Davinson. And the trade balances are of tremendous balances to 
these countries ? 

Mr. Garnett. That is correct. 

Mr. Tumutry. We agree you have been very frank. But is there 
not one other alternative? Is there indication from these countries 
that what they really want is to have this cargo-preference law re- 
pealed or to use it as a weapon so that we absolutely give it to them 
without any charge at all? In other words, either you repeal the law 
and let them take it on their own bottoms or they won’t buy from us. 
or you have another alternative which is, as you have stated, if we 
give it to them they don’t mind if we drive it over and put it on their 
doorstep. 

Mr. Garnett. That is right. 








W 


b 


OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 99 


Mr. Tumutry. In other words, either we let them take it on their 
terms so that the American Congress then must do what these foreign 
nations determine they want us to do, or, in the alternative, they say 
io us “Give us your surplus goods, load it on your ships, if you will, 
and drive it up to our dining tables and leave it there, and then we 
will take it.” 

Is that not what it is? 

Mr. Garnetr. May I state it as I see it, sir? 

Mr. Tumutry. Yes, surely. 

Mr. Garnett. This is conjecture, as to what they might say 

But it seems to me that, in effect, they are saying that “If we pay you 
in sterling and we give you the sterling to use for United States pur- 
poses, and we buy the commodities at your export market prices, then 
we would like to exercise a determination as to how the commodities 
are shipped.” 

Mr. Tumutry. In other words, when they give us their money they 
want to spend their money the way they want. 

But when we give them our money they want to spend it the way 
they want. 

Is that what it boils down to? Is that not a fact? Is that not 
why this is a perplexing problem to you! Is that not so? 

Mr. Garnert. I do not think it is quite as—— 

Mr. Tumutry. c ould there be any other explanation ’ ? 

When they yield their pounds sterling then they want to come and 
take it in their own ships; they don’t ‘want. to take it in our ships. 
But when we let them use our money to buy something they could 
not otherwise get then they say the American Congress should not 
pass any laws, but should mind their own business. 

The British tell us what to do. 

Mr. Garnett. Sterling is good currency. 

Mr. Tumutry. I am not saying it is not good. 

Mr. Garnett. It has many uses for the United States. 

The CHarrMAN. Just say whether he is right or wrong. We have 
been over this many, many times. Is he right or wrong? 

Mr. Garnett. Just exactly as he stated it I would not agree. 

The Carman. You would not agree. 

Mr. Tumutry. I have no further questions. 

The CuHarrman. What would you agree to? 

Mr. Garnerr. I stated it. I will try to state it again. 

The Cuamman. That is all right. I want to get finished with Mr. 
Dingell. 

Mr. Dincetx. I do want to hurry, Mr. Chairman. 

Have you made the reason for our position clear, the fact that we 
want to keep the merchant marine on the seas, in our transactions 
with these foreign countries or in our negotiations? Has that posi- 
tion been made clear? 

Mr. Garnett. It is clear to me as the just and right position of 
this committee and this Government. 

Mr. Drneeiu. Has that position been made clear to these foreign 
countries that we are dealing with? Have you told them why the 
Congress set this policy ? 

a Sener. I think that it is clear enough why the Congress set 

» pote Vv 
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Mr. Dincetu. How does the trade in commodities with these three 
maritime countries you mentioned—Norway, Denmark and 
Britain—compare with ‘last year? 

Mr. Garnerr. In the 12-month period of most recent record the 
United Kingdom has become the largest foreign market for United 
States farm ‘produc ts, and those are, particul: arly, cotton and tobacco, 
commodities that are in surplus. 

Mr. Dinceut. In this last 12-month period it has become that? 

Mr. Garnett. It has become the largest foreign market for United 
States farm products. 

Mr. Dincetx. Then we are not stifling our foreign market in the 
United Kingdom by this particular proposal. 

Mr. Garnett. We would have an opportunity, were it not for this, 
to sell another $20 million worth of tobacco, which we think is im- 
portant. 

Mr. Dinoewu. At least we are so informed by the United Kingdom? 

Mr. Garnett. Yes. 

Mr. Dinceti. Whose idea is it to get rid of this 50-50 proposal ? 

Mr. Garnett. May I answer that this way: 

I would like to state one of the congressional mandates that we are 
operating under. It is Public Law 387 of the 84th Congress, and 
itis very short. I would like to read this: 

To emphasize trade development as the primary purpose of title I of the 
Agricultural Trade Development and Assistance Act of 1954, be it enacted by 
the Senate and House of Representatives of the United States of America, in 
congress assembled, that section 103 (b) of the Agricultural Trade Development 
and Assistance Act of 1954 is amended by striking out “$7 million” and insert- 
ing in lieu thereof $1,500,000,000.” This limitation shall not be apportioned 
by year or by country but shall be considered as an objective as well as a 
limitation to be reached as rapidly as possible so long as the purposes of this 
Act can be achieved within the safeguards established. 

This is an instruction to us from the Congress to move these farm 
products as rapidly as we possibly can. 

Now in doing that a question that has been raised is the limitation 
of the Cargo Preference Act limiting sales that might otherwise be 
made. And we have no other answer than to say that cargo prefer- 
ence applied to title I has limited sales opportunity. 

Mr. Dincewt. Is this your idea or is somebody else in the Depart- 
ment behind this concept? Who is the primary pusher of this pro- 
posal to do away with the 50-50 law? 

Mr. Garnett. I am stating the facts, that that is the limitation, and 
that the question has been rs aised by the Congress as to whether or not 
it should be removed. And I would like again to say that here is a 
mandate, an instruction 

Mr. Casey. His question to you was whether you are the one press- 
ing for repeal of this, or is someone else in the Dep: irtment ? 

Mr. Garnerr. Let me s say then—I will answer it this way, that in 
the Presidential message it says “Certain provisions——” 

Mr. Casry. Can you not answer that question before you get to the 
Presidential message? Are you personally for repeal of this? 

Mr. Garnett. I am personally in favor of it; yes. 

Mr. Casry. When you were with the Farm Bureau before you came 
into the Government did you press for the repeal of 50-50 insofar as it 
applied to mutual aid and the other programs which had to do with 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 101 


this title I proposition? What activity were you engaged in in behalf 
of the Farm Bureau in connection with 50-50 ¢ 

Mr. Garnetr. When I was a member of the Farm Bureau I did not 
formulate policy. 1 expressed policy that was given to me by the 
membership. 

Mr. Casry. What was that policy ¢ 

Mr. Garnerr. The policy was opposed to cargo preference as 
applied to title I. 

Mr. Casry. Since how long? 

Mr. Garnett. I believe that it has been for several years. 

ut I would like to state that in the statement of the President he 
asked the Congress for review 

The CHairMAN. Let’s see if he can answer the question. 

Mr. Dinceiu. 1 do not want to go into what the President says. | 
want to get this, and I think this is very clear: Is it not a fact that you 

came into your present position with a preconceived opposition to this 
50-50 proposal 4 

Mr. Garnett. Based on the fact that the operation or the applica- 
tion of Public Law 664 to title I limited the sales of tobacco and cotton. 

Mr. Dince.t. Is it not also a fact that because of this preconceived 
proposal, that you never really made any sincere effort to make it 
work ? 

Maybe I had better repeat that question. 

[s it not a fact that because of this preconceived opposition that you 
have never really made any concrete efforts to make this particular 
proposal work ¢ 

Mr. Garnerr. That is not a fair statement. 

I have to speak personally. I am a great believer in the executive 
branch of the Government carrying out: the laws given to it by the 
Congress. And I have done that to the very best of my ability. 

Mr. Dinceti. Now let me go into this 

Mr. Auten. Will you yield for a question before you leave that ? 

Mr. Dincext. I will yield briefly. 

Mr. Auten. Mr. Garnett, as I remember the passage of the bill which 
you quoted, I think I remember that either the 50 percent provision 
was added on the floor of the House or the removal of it was opposed on 
the floor of the House. Is that not true ? 

Mr. Garnett. No, sir. 

Mr. O'Leary. On one of those bills it was. One of the amend- 
ments—— 

[t was in the increase in funds bill originally. 

Mr. Garnett. That is correct. 

When Public Law 387 was on the floor of the House last year—that 
was the act to increase the amount—lI believe there was an amendment 
offered on the floor to repeal the applicability of 664 to title I. 

Mr. Aten. With that expression of the House, at least on the floor 

of the House, how can you possibly interpret the 50-percent provision 
as a limitation on the sales within the intent of Congress when, with 
the full question before Congress, the provision of sales without 
limitation and so forth, the Congress then added the additional re- 
quirement that you must use American ships as to 50 percent of the 
cargo? How could you possibly, in any good faith, have any doubt 
as to what Congress meant ? 
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Mr. Garnett. There is not any question in my mind as to what 
the Congress intended, nor has there been any effort on my part to 
try to circumvent that. 

‘But I do not see what other position I could possibly take when 
asked the question, “Is the cargo preference a limitation on the sales 
of surplus tobacco and cotton “and other products?” I would have 
to say “Yes.” IT have no other alternative. 

Mr. Auten. But you will concede, however, that Congress knew of 
that sort of limitation at the time that the act was passed, and deliber- 
ately threw that provision in there in the face of all the arguments 
that are presented by you at this time. 

Mr. Garnerr. I am perfectly clear as to the intent of Congress, 
and I have tried in every way to carry it out. 

Mr. Drncetx. Will you bring to this committee a statement of 
what your Department has done so far to comply with the proposal 
which Mr. Mailliard made this morning ? 

I think it was a very statesmanlike thing. 

That is to, let us say, maybe deal a little more lightly with the mari- 
time countries. In other words, insofar as this 50-50 proposal is con- 
cerned, maybe in this particular case of trade with Denmark or Nor- 
way or Britain where they object so strongly, we could say, “All right, 
we will drop it to 40 percent, but in our tr: ade we will raise it to 60 so 
we can keep the percentage overall constant.’ 

Will you inform us what your Department has done in that regard 
so far? 

And will you also do this—and I believe I may be usurping the 
province of our chairman, and I am going to do this respectfully. 
[f it does not meet with his approval I hope that he will so advise me. 

I want the Agriculture Department and your particular division of 
that Department to keep in mind Mr. Mailliard’s proposal in your 
future transactions with these maritime countries. Say “All right, 
we will give a little in your case, but we are going to take it up, let us 
say, in the case of Pakistan or somebody else.” 

Will you keep those things in mind, and will you so advise the 
Secretary when you return, and will you also advise us of what you 
have done along those same lines in the past 

The Cuamman. You are not committing the committee to any such 
proposition ? 

Mr. Dincetx. I am committing myself. 

The Cuamrman. You are making that proposition yourself. 

Mr. Casey. What you should ask is whether they are authorized to 
do it under the present law. 

Mr. Dincet.. Are you authorized to do it? 

Mr. Garnerr. We are not. And we will be glad to give you a De- 
partment opinion on any proposal that you might wish to make. 

But we are strictly bound by the act as enacted. 

The Cu anaes \N. Since you have dwelt on this tobacco business so 
much and the British have come up—and I am pro-British—I want 
the record to show that in World War IT we kept the British industry 
here in America running by depriving our own industrial plants in 
the tobacco business of work that they could have handled, and gave it 
to the British companies. 

I imagine that has been forgotten. 
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With all my feeling toward the British people, I am surprised at 
some of the things I hear. But I want the record to show that, and 
that it was protested here by industry in this country, and yet the 
people in the tobacco area agreed to give the British and the foreign 
countries a great portion of the business that could have been done by 
domestic companies here, thereby keeping them operating. 

It comes as pretty bad grace to me, this continued reference to the 
British and tobacco. 

Now we will recess until 2: 30. 

(Whereupon, at 12:35 p. m., the committee was recessed, to be re- 
convened at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


The Cuairman. The committee will come to order. 

(re you ready, Mr. Garnett ? 

Mr. Garnett. [ am ready, si 

The CHamman. Mr. Tollefson. 

Mr. Totierson. Mr. Garnett, there have been 2 or 3 questions which 
have been bothering me in connection with the surplus sales programs. 
perhaps unduly. Maybe you can help me with them. 

As I understand it, the surplus sales program is designed funda- 
mentally to help raise the farmers’ income. Of course, there is the 
added factor of saving storage costs, but the precept, as I understand 
it, is that the amount of surpluses has an adverse effect. upon the 
farmers’ condition. 

Mr. Garnetr. That is right. There are a few other aspects of it. 

Mr. Totterson. That is the primary one? 

Mr. Garnetr. Maintaining our position in these markets is also an 
important consideration. 

Mr. Totierson. Now, as I gather from your een a lot of 
these sales are arranged for through commercial channels: that is. 
exporters here deal with importers over there ? 

Mr. Garnett. That is right. 

Mr. Totierson. And a good deal of that is done, is it not? 

Mr. Garnerr. It is done within the framework of a government-to- 
government proposition. 

Mr. Totierson. In the final analysis it goes through the framework 
of government dealing with government but an exporter here will be 
dealing with an importer there ? 

Mr. Garnett. That is right. 

Mr. Totterson. Mr. Hudtloff said yesterday, in response to a ques- 
tion, that some of the exporters here have other interests and that one 
of those interests is the ownership and operation of ships. I think you 
said that you would be able to supply a list of names of exporting 
firms who had shipping lines. 

Mr. Hupriorr. That is correct. 

Mr. Totterson. Have you been able to supply that yet? There was 
no rush about it. 

Mr. Hupriorr. May I say that we are having some difficulty in 
actually running that down. The reasons are that very few of these 
‘companies actually hold or operate these ships in their own name. 
They are generally in the form of a holding company or a subsidiary, 
r through an interlocking of directorates, or something of that kind. 
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Mr. Totierson. I understood that to be the case. I did not expect 
you to have the list today, but I asked in case you might have it. 

Mr. Hupriorr. We are also having some difficulty in that there are 
some foreign operators too, this Japanese firm that we are trying to 
run down. Again we may have a little difficulty, but we are doing 
the very best we can to supply that information. 

Mr. Totierson. It is safe to say then that you are aware that some 
of the exporters have connections in some way through other corpora- 
tions which they own which do own and operate ships ? 

Mr. Hvupriorr. That is correct, sir. 

Mr. Totierson. And those ships operate under foreign flag? 

Mr. Hvupriorr. That is correct. 

Mr. Totierson. You have advisory committees, do you not, down 
there ? 

Mr. Garnett. Yes, sir. 

Mr. Totierson. Which help with this surplus sales program, or ad- 
vise or talk to you about it ? 

Mr. Garnetr. Yes, sir. 

Mr. Torierson. Are the exporters, any of them, serving on those 
advisory committees ? 

Mr. Garnett. I believe that, for example, a cottonshipper or cotton 
exporter is represented on one of the committees. 

Mr. Totterson. How about a wheat exporter or corn exporter ? 

Mr. Garner. Yes; there is a grain export advisory committee that 
has functioned from time to time. 

Mr. Totierson. The thing I was trying to find out was whether or 
not these exporters In some capacity serves on the advisory committees 
which help vou 4 

Mr. Garnetr. They do, yes. 

Mr. Totterson. When an exporter negotiates with a foreign im- 
porter for the sale by the exporter to the importer of surplus products, 
how do they arrive at a price? 

Mr. Garnerr. Let me say this. 

Mr. TorLerson. What I am getting at is that there is a provision 
of law which says that the CCC cannot sell surpluses at less than 
parity plus 5 percent. 

Mr. Garnetr. That is domestically. 

Mr. To_trrson. How do they arrive at a price agreement ? 

Mr. Garnetr. Where CCC stocks are involved, there is no special 
price consideration under Public Law 480. In the case of wheat 
it is the net export price of that particular day that the importer 
comes in to buy it. The CCC sets the net export price of wheat 
each day. 

Mr. Totierson. That is the price at which the foreign importer 
can buy it? 

Mr. Garnerr. That is right. There is no special price consideration 
because he buys under 480. That price is the same whether he buys 
it for dollars, or barters it, or buys it under 480. 

Mr. Totiterson. Here is the part that has disturbed me, if I have 
my information correctly. The exported makes an arrangement with a 
foreign importer to buy a certain amount of wheat, Jet us say, and 
then the exporter in this country must obtain that wheat to sell it. 
Where does he get that wheat? 
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Mr. Garnetr. He may buy that in the market. That is, a grain 
exporter in this country may export wheat that they have in their 
own stocks. I might say that, as Public Law 480 was passed, it had 
to come from the ¢ ‘ommodity Credit Corporation stock, but the last 
session of Congress they amended that so that it does not ‘have to come 
directly from ‘the Commodity Credit. Corporation. 

Mr. Totterson. So the exporter then can sell his own stock, can 
he not? 

Mr. Garnerr. He may. 


Mr. TOoLLEerson. Supposing he has a couple of million bushels down 
in the gulf and he decides to sell that instead of a couple of million 
bushels of CCC stock. Is that sold as a Commodity Credit Corpora- 
tion grain or is it sold as his own grain ? 

Mr. Garnett. I want to make sure that I have the right answer. 

Mr. O’Leary. He can sell grain = his own without coverage from 
CCC stocks, if he likes. With a 45 to 50 cent differential between 
the domestic and world market price, nobody is crazy enough to do 
that, so that even if he ships stoc pe which he has acquired in the open n 
market, he covers with purchases from the CCC, which I think i 
what the Congressman is talking about. 

Mr. ToLLerson. Suppose he sells his own stock and wants to replace 
it with CCC stock. What kind of a price does he pay to the Com- 
modity Credit Corporation for that wheat? 

Mr. O'Leary. He pays the domestic market price on the day that 
he buys from CCC less the export payment prevailing under the Inter- 

national Wheat Agreement on that day. 

Mr. Totierson. A smart exporter who is a big operator, who has 
big enough stocks of grain of his own, can do | some things which 
affect the market price, and that is what has disturbed me from reports 
that I have had. You tell me now if 1 am wrong about this. An 
exporter has made a deal with an importer and it clears through the 
framework of the various governments and he says to the CCC, “Now, 
| have some of my stocks down at the gulf and I would just as soon 
sell them and will replace them out of Government stocks.” So he 
has to negotiate a price with the Government, does he not? 

Mr. Garnerr. All wheat stocks moving under Public Law 480 move 
outside of the International Wheat Agreement, and on those stocks 
all prices are quoted daily by the Commodity Credit Corporation on 
the basis of net export price at port. 

When an exporter buys United States wheat for export, he has to 
show documentary evidence of export within how many days? 

Mr. O'Leary. He usually has 60 days to prove that he exported. 

Mr. Totierson. Here is the manipulation as I get it: that there is 
i formula at which he buys the Government stocks and that is based on 
the market prices of a certain date; is it not? 

Mr. Garnett. That is right. 

Mr. Torterson. On that date he can dump a lot of his stocks on 
tle market and knock the price down 4 or 5 cents a bushel, which has 
been done; has it not ¢ 

Mr. Garnert. It can’t go more than 5 percent in one day, if I recall 
the legal restrictions. I believe there are those legal restrictions. 

Mr. Totterson. That would be about 10 cents, would it not, as 
happened in the first 2 weeks in December when the price was knocked 
down by exporters 4 or 5 cents by his dumping on the market and 
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offering for sale futures at depressed prices? He will take a loss on 
them at that 4 or 5 cents on, say, a million bushels, but that fixes the 
price at which he buys 10 million bushels from the Government, so 
that he has gotten the stock from the United States Government at 
$300,000 or $400,000 less than he should have actually paid and, ex- 
cept for his manipulation, he would have had to pay the higher market 
price on that day ? 

Mr. Garnerr. Such an operation would be reflected in the daily 
amount of export subsidy, and the daily subsidies did not reflect any 
such gyrations. It is conceivable that it could happen. 

Mr. Totierson. It is not only conceivable, but it has happened and 
the Commodity Credit Corporation is aware of it and they take the 
position that, “Well, these fellows have to make a profit and there is 
not much we can do about it anyway.” 

Sut this matter of manipulating the market normally is almost a 
criminal offense; is it not? 

Mr. Garnetr. There are legal limitations on it; yes, sir. 

Mr. Toiterson. You cannot say of your own knowledge whether 
this has or has not happened ? 

Mr. O’Leary. I know of one case in which something similar to 
that happened, but it was not exactly that. The man shipped his own 
wheat from an export port, purchased wheat from the CCC in the 
interior and, by virtue of selling the wheat he had bought from the 
CCC in the interior market, he did depress the price in that particular 
market by about 5 cents for 2 or 3 days. 

Mr. Totiterson. Maybe if I were an exporter I would do the same 
thing, but the fact is that I do not like it that he makes an unconscion- 
able profit, as I see it, at the Government’s expense. Then, in addition 
to that, for his wheat down in the gulf he gets the price at Kansas 
City plus the rail freight into the gulf port; does he not? 

Mr. Garnett. That is right. 

Mr. Totzierson. Suppose he takes his wheat down there or has 
taken his wheat down there on barges which is at less freight than 
rail; is that right? 

Mr. Garnert. That is right. 

Mr. Toiterson. He will make a profit there, too, the profit being 
the difference between the rail freight rate and the barge freight rate? 

Mr. Garnett. That is right. 

Mr. O'Leary. The market, sir, is not truly reflective of Kansas City 
market plus rail freight. The gulf market is not a stable market 
based purely on freight. 

Mr. Totterson. Why cannot the Commodity Credit Corporation 
make all of its sales of surplus stock out of stock in the gulf ports or 
coastal ports, rather than out of interior ports? 

Mr. O'Leary. As to this entire problem, I happen to know, sir, that 
the Corporation has under consideration now the whole aspect of what 
is involved in the new law that relates to substitution on export sales. 
I don’t know what they are thinking of doing. 

Mr. Totierson. I wanted to emphasize two things here. 

One is the market manipulation by the exporters who have these 
ships which they operate, making, not by reason of the ships neces- 
sarily but by reason of their manipulations, an unconscionable profit 
at Uncle Sam’s expense. 
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No. 2 is that you start out with a program designed, as you have 
ndicated, to help the market conditions because that very directly 
fects the farmer's income. Yet, by the way the sales of foreign sur 
pluses are handled, you knock the market down. 

Mr. Garner. There are certainly controversial points of view with 
reaper to whether CCC sales should be made at the point of storage 

r f. o. b. ports, and, as Mr. 0” Leary pointed out, that is going around 
ain for trying to resolve differences and different interests in this 
connection at the present time. 

Mr. Totierson. I wish that the Department would take a look at 
the way these exporters are handling the matter. It seems to me that, 
when our objectives are to help the American farmer by disposing of 
surpluses, somebody has stepped in here and forgotten all about that. 
[ am not saying this about the CCC now. I am saying that about 
somebody else who has stepped in and taken advantage of the situa- 
tion to make dollars, and they are more interested in making dollars 
for themselves than in helping the farmer. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Garnett, do you know, have vou heard, or did 
you ever see it in the press that the Secretary of Agric ison Mr. 
Benson, made a statement when he was abroad last year that he hoped 
and believed that the 50-50 law would be amended and repealed. 

Mr. Garnett. No, sir. 

The Cuarrman. You read the foreign press on this subject, do you / 

Mr. Garnerr. Occasionally articles are brought to me that I read 
Qn this one, [ don't recall. 

The CuatrMan. We would have to get the Secretary here then. No 
one in your group would know that ¢ 

Mr. Garnett. I was with the Secretary at the time that he was 
in Paris. 

The Cuarrman. I want you to think clearly on this or else I an 
going to call you back here. 

Mr. Garnett. If I had personal knowledge, I would tell you. 

The Cuairman. Did you see it in the press, I asked you. I asked 
you did you see it in the press, did you know it, or did you hear it, 
any of those? I asked you these three questions. 

Mr. Garnerr. I do not recollect. 

The CHamman. I want you to refresh your recollection. This 
whole subject has been resistance to the program. I want you to re- 
fresh your recollection well and see if you ever heard, if you ever saw 
in the press. or if you knew it was a fact, that the Secretary made this 
statement. Speak to your associates there if you want to refresh vou) 
recollection. 

Mr. Garnerr. They were not there, and I would be the one that 
should know if that were the case. 

The Cuarrman. You were there at the time? 

Mr. Garnett. I was not at the Secretary’s press conference. He 
made, I think, several talks where I was not present. At his major 
address I was there. 

The CuatrMan. Do you know that the press quoted him as saying 
this, the farm press? 

Mr. Garnett. I do not know that. 

The CHamMan. You were there on this subject ? 


KoQ-or 
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Mr. Garnett. Sir, we had a regional conference of agricultural 
attachés in the early part of September. The Secretary of Agricul- 
ture, Mr. Benson, spoke at that meeting. 

The CuatrmMan. This was in June? 

Mr. Garnett. No, sir. This was in September. 

The Cuairman. Did he not go abroad in June? When were you 
there with him? 

Mr. Garnett. I was there with him during the first week in Sep- 
tember. 

Mrs. Sutuivan. Mr. Chairman. 

The Cuatrman. Mrs. Sullivan. 

Mrs. Suttivan. I read the article and clipped it and carried it with 
me to Europe, a clipping that I took out of the St. Louis Post-Dis- 
patch, reporting the words of Secretary Benson that he was against 
this and wanted the law repealed. I may still have that clipping. 
1 will look it up. 

The Cuarrman. We would have to get the Secretary here to find out 
whether he made that statement or whether such a statement was 
made. 

Mr. Garnett. I am perfectly honest. I do not have knowledge 
of it. 

The Cuarrman. Counsel. 

Mr. Casey. Mr. Garnett, as I understood your testimony this morn- 
ing, the basic complaint on the part of the foreign countries to this 
50-50 law comes from the maritime nations of Western E urope / 

Mr. Garnett. That is right. 

Mr. Casry. And their complaint, insofar as title I of 480 is con- 
cerned, is that the transactions are in the nature of commercial trans- 
actions and they ought to be able to ship it on any ship that they 
please ? 

Mr. Garnett. That is correct. 

Mr. Casry. As evidence of that feeling, some of these very countries 
that we have been talking about that have refused to consummate 
overall agreements under 480, have at the same time been accepting 
shipments under section 402 of the Mutual Security Act, and accept- 
ing the 50-50 limitation under those shipments ? 

Mr. Garnett. That is correct. 

Mr. Casey. And included in those countries is the United Kingdom, 
is that one? 

Mr. Garnetr. That is one. 

Mr. Casey. Denmark? 

Mr. Garnett. I would imagine. 

Mr. O'Leary. Last year they were participating in the coal 
program. 

Mr. Garnerr. There has been some. It has not been since their 
refusal to participate. 

Mr. Casry. Did not Denmark take less than $4 million worth of 
grain in 1953; $150,000 in 1954; and $4 million worth in 1955 under 
4024 Iam trying to refresh your recollection. 

Mr. Garnerr. I thought you meant since the time that they have 
refused to cooperate under title I of Public Law 480. ‘ertainly under 
the programs of the last 5 or 6 years they have taken a considerable 
amount, and as a gift, and accepted it with the cargo preference. 
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Mr. Casry. Then we get basically back to the proposition that they 
lo think that these are commercial transactions, and that is the root 
of their refusal to accede to the 50-50 limitation ? 

Mr. Garnerr. That is right. 

Mr. Casry. Does not Public Law 480 indicate in its language and 
n its statement of purpose the fact that these are transactions over and 
ibove what is expected in the usual commercial transactions between 
countries? Let me break it down. First of all, the sales of commodi- 
ties under 480 are supposed to be only those over and above what the 
particular country could be expec ‘ted to take in its usual marketing 
quoti l. 

Mr. Garnett. The law requires or says “to take reasonable precau- 
tions to safeguard usual marketing of the United States,” and to be 
sure that sales under this act will not unduly disrupt world prices of 
agricultural commodities. The thing pertinent to your comment is 
that sales made under title I are not to ) displ: ce what the United States 
night otherwise sell for dollars. 

Mr. Casry. Is there some provision being made administratively in 
the Department of Agriculture to the effect that until the partic ular 
country has exceeded 25 percent of their usual purchases that it is not 
a 480 situation 2 

Mr. Garnett. This is absolutely new to me. 

Do you mean a rule of thumb? I do not think that is so. 

Mr. Casry. What is the guide you use as to whether or not you want 
to sell particular commodi fies to a countr y in light of the fact that that 
country might buy them in the normal channels in use of dollars? 

Mr. Garnett. I think Japan gives the best illustration to be specific, 
and in that case we felt that the usual m: arketings of Japan in rice 
would be 200,000 tons, so that, as a prerequisite of the entire $65 mil- 
lion transaction, we required that they buy 200,000 tons of rice for dol- 

lars even though rice was not a part of the 480 agreement. 

Mr. Casry. Then do you make some determination as to how much 
they should buy or would ordinarily buy with dollars before you give 
them the benefits of 480? 

Mr. Garnett. That is correct. 

Mr. Casey. In fact, in the President’s message when he approved 
80, did he not say that, in approving this law, he hoped that these 
transactions will eventually be consummated in normal commercial 
hannels? 

Mr. Garnetr. That is right. 

Mr. Caszy. Now, how do you feel about these transactions? Do you 
think they are nor mal commercial transactions ? 

Mr. Garnetr. As far as the trade is concerned, they are normal 
transactions ; yes. 

Mr. Casey. What trade? 

Mr. Garnetr. The United States trade and the trade of the foreign 
ountry. 

Mr. Casry. In other words, let us take the foreign country who is 

he one that would be primarily concerned in this connection with the 
0-50. The foreign importer pays the market price, for example, for 
the grain, and pays the world market price in his own money; is that 
ight ? 
Mr, Garnett. That ts right. 
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Mr. Casey. So far as he is concerned, he is paying about as much 
as he would have to pay if it were a normal commercial transaction ‘ 
Mr. Garner. It should be exactly the same. 

Mr. Casry. Except, however, that, if there were no dollar credits 
available from his country at the particular time, he would not be able 
to buy it even with his own money and even paying the prices and 
freight charges that are normal prices for those services? ‘ 

Mr. Garnerr. That istrue. There area few exceptions. One is that 
we make no effort to protect the markets of Iron Curtain countries and 
this might represent a sale that otherwise might be consummated with 
an Iron Curtain country. 

Mr. Casry. I am talking now in terms of the particular nationals 
of these countries, not their governments but the importers. So far 
as their particular concern and their own mental attitude toward this 
kind of program, they feel it is commercial because they have to pay 
out in their own currency exactly the same as they would have to pay 
under a commercial transaction. 

Mr. Garnett. That is correct. 

Mr. Casey. In view of the fact that the United Kingdom has been 
one of the principal opponents of the 50-50 legislation, and in view of 
the fact that their complaint is based on the premise that they are 
commercial transactions and not strictly aid, I would like to quote to 
you from a speech made by the Right Honorable C. D. Howe, who 
was Minister of Trade and Commerce in Canada, made on November 
5, 1955; and I would like to have you give me your appraisal of his 
version of what we are doing under 480. He says, and I quote: 

Let me outline how in fact that United States does attempt to dispose of its 
Wheat on world markets. First, it pays a straight subsidy on all exports in order 
to bridge the difference between prices in the United States and world prices. 
This subsidy varies from time to time depending upon prices at home and prices 
abroad. 

Secondly, the United States sells wheat for payment in the currency of the 
buyer. The proceeds of sale are usually left in the buying country either to be 
used by the purchasing government for some purpose approved by the United 
States Government or, in some cases, to be converted into dollars several years 
hence. 

At the present time, for example, a deal is being worked out with Brazil for a 
1-year credit payable in Brazilian currency. I do not think it is unfair to say 
that in mest cases the United States will receive in payment only a small frac- 
tion of the selling price. In other words, this is a form of foreign aid, rather 
than a method of sale. 

Then he goes on to say: 

It has been suggested to me, for example, that Canada should sell wheat for 
local currency. What this really means, of course, is that Canada should go in 
for disguised giveaways or discounts, because that is what sales for local eur- 
rencies amount to. 

If the local currency is as good as dollars, then there is no difficulty in selling 
for dollars. If the local currency is not as good as dollars, then the wheat is 
being sold at discount, in extreme cases for nothing. 

Has he a pretty fair appraisal of the situation ? 

Mr. Garnett. No, sir. 

Mr. Casry. He has not? 

Mr. Garnett. No. 

Mr. Casry. Why not? 

Mr. Garnerr. Because the amounts that the United States re- 
covers and can reasonably expect to recover are much greater than 
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he is talking about, or than he would lead us to believe. He points 
particularly to Brazil which was an exceptional case that we were 
trying for many months to consummate this deal with Brazil in- 
volving about a half million tons of wheat; and finally we did make 
a concession which was limited only to Brazil, and we should not 
generalize on the whole program because of the program that we 
made with Brazil. He generalizes. 

Mr. Casey. The agr eement made with Brazil is no secret; is it? 

Mr. Garnerr. No. 

Mr. Casry. He knows about it up in Canada. 

Mr. Garnetr. That is right. It was made at that time and he was 
talking as though that were general policy, and it is not a general 
policy. It has been denied to every other country. 
~ Mr. Casey. Why were we so good to Brazil? What did we do with 

srazil anyway ? 

Mr. Garnett. The difference was in how we handled the loan. In 
most. cases the loan that is made is repayable at 2 rates of interest: 
\t 3 percent if the country elects to repay in dollars, and 4 percent 
f they elect to pay in their own currency. But there is an addi- 
tional clause called a maintenance of value, which means that they 
would have to pay us at the current rate of exchange at the maturity 
date, so that they could pay us back the same dollar equivalent that 
we had loaned to them. 

The Brazilian currency was very unstable. There were very 

heavy inflationary pressures, so that in that case we did make a 
single exe eption that we would not. require the maintenance of value; 
ind this was viewed by Mr. Howe with considerable alarm in that 
they interpreted that in Canada as being a great departure from the 
practices we had followed up to that time. 

Mr. Casry. He specifically mentioned Brazil, but you construe this 
portion of the speech the same way I do, do you not, and that is that 

e is generalizing and stating that the entire program under which 
we are selling these surplus commodities for foreign currencies is, in 
effect, a sale at a discount, and, in some cases, a giveaway program. 

Mr. Garnerr. He was basing that on Brazil, and generalizing’ on 
the arrangement we made with Brazil which is not a fair generali- 
ration. 

Mr. Casry. Does he not know about all of our other transactions? 

Mr. Garnetrr. Yes. This was made about the same time or just 

few weeks or rai after the announcement of the Brazilian pro- 
ram, and it hit the Canadian press with a considerable impact and 
this was Mr. Howe’s reply. 

Mr. Casry. At any rate, this is not the view that they take of this 
program in England itself; is it ? 

Mr. Garnerr. No; and there is reason for that. The British cur- 
‘nev we are able to use in our own program. It is a much more 
sable currency and the uses that the United States would negotiate 
for are much more advantageous to the United Sttates than they 
ould be, for example, in Brazil. 

Mr, Casry. Going on to your statement, I believe you gave 3 prin- 

pal reasons why the Department of Agriculture had supported the 

vena of the 50-50 law so far as it applied to Public Law 480. 

Mr. Garnett. That is right. 
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Mr. Casey. (1) The resistance on the part of foreign countries 
which we now will agree is only the European maritime nations, 
(2) the added cost to the agricultural appropriations, and (3) the 
resistance on the part of other countries to remove restrictions on 
agricultural imports due to the existence of the 50-50 Jaw. Those are 
the three basic reasons you gave é 

Mr. Garnett. That is right. 

Mr. Casry. Now, skipping the first one for the minute, I want to 
make sure that I understood the substance of your testimony this 
morning in so far as this $53 million which you pointed to first as 
the dollar cost to the agricultural appropriations caused by 50-50. 

I think we got down to the point where we agreed that that really 
is only a $3 million figure, and that is the differential that we pay 
to the American tramps, is that right? 

Mr. Garnett. The difference in the costs of the transportation 
itself would be $3 million. 

Mr. Casry. How much do you attribute to the agricultural appro- 
priations because of the existence of 50-50? 

Mr. Garnerr. Well, I think that it would not be unreasonable to 
say that if the Department of Agriculture were operating independ- 
ently, it would not need to have any dollars appropriated for trans- 
portation. 

Mr. Casey. What do you mean by “independently” ¢ Independ- 
ently of whom ? 

Mr. Garnett. Of other interests of the United States Government. 

Mr. Casey. In other words, you would give it all to the foreigners ’ 

Mr. Garnerr. I am not recommending that. 

Mr. Casry. You say that if you were acting independently that is 
what would happen ? 

Mr. Garnett. [ am just saying that we could arrange for the sale 
and transportation of these amounts and sell it f. o. b. 

Mr. Casry. In other words, the foreigners get it all then ¢ 

Mr. Garnerr. That could be. We are not recommending that. 

Mr. Casey. Under those circumstances, the foreigners would get 

all? 

Mr. Garnert. Yes. 

Mr. Casey. In other words, you cannot get American ships to take 

unless you pay dollars for it? 

Mr. Garnett. That is right. 

Mr. Casey. You are not recommending that ¢ 

Mr. Garnerr. We are not recommending that. 

Mr. Casry. In fact, as a substitution for the present law, you rec- 
ommended merely that we guarantee to pay 50 percent of the freight 
and remove the 50-50 provision ¢ 

Mr. Garnerr. The compulsion. 

Mr. Casey. Under those circumstances, the dollar cost to the agri- 
cultural appropriations would be substantially the same as it is today 

Mr. Garner. That is right. 

Mr. Casey. That is right / 

Mr. Garnett. That is right. 

Mr. Casey. So it is really not fair to say that even as a mete. 
policy that we are charging the agricultural appropriations with $ 
million solely by reason of 50-50% 

Mr. Garnerr. The recommendation that I made on a personal basi- 
was to accommodate the maritime interests of this country. 
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Mr. Casey. Let me see what you would do if you were only going 
to accommodate your own interests in the country. 

Suppose that 50-50 had been ruled inapplicable to title I of 480. 
Can you tell us how much in dollar freight would have been charged 
the agricultural appropriations by the Department of Agriculture ? 

Mr. Garnerr. What you are asking me—— 

Mr. Casey. Actually some of your programs would have fallen 
flat unless you had to pay the dollar freight, is that a fact ? 

Mr. Garner. I believe that would be true. 

Mr. Casey. There is no question about that, that to the five coun- 
tries you had to pay somebody in dollars to ship this over. That is 
$27 million which you can cut out right away. That is a fact, is it? 

Mr. Garnett. That would be right. Iam sorry. Iam taking that 
back. It could have been paid in foreign exchange from another 
country. In other words, we could have shuflled the foreign cur- 
rencies so as to deliver them to any port. 

Mr. Casey. I would like to ask your associates whether they agree 
on that point. 

Mr. Hudtloff, do you agree with that? I am talking about these 5 
countries and | will name the 5: Korea, Thailand, Turkey, Yugo- 
slavia, and Pakistan. 

Mr. Garnett. I think we could have gotten British bottoms and 
paid in sterling to move those cargoes to those countries, but I would 
like to hear Mr. Hudtloff on that. 

Mr. Huprvorr. I think it boils down to that: In other words, could 
you find someone who was willing to accept the curencies which you 
might have, and move them in ‘the bottoms that are under their 
control ¢ 

Mr. Casey. Do I understand you to mean that you probably could 
have gotten ships of some other foreign country to take the currency 
available, to Korea, Thailand, Turkey, Yugoslavia, and Pakistan, 
as freight charges ? 

Mr. Huprvorr. That is the question: could you get someone to do 
that? 

Mr. Casey. That is what I am asking you. 

Mr. Garnetr. Had we had pound sterling, theoretically pound 
sterling could have been used to pay ocean freight to any port. 

Mr. Casry. | thought we had currency on several kinds and, so 
far as these five countries were concerned, there would have been 
dollars for the freight. 

Mr. Garnett. There would have been foreign freight because those 
countries that you name are short of foreign exchange, generally 
dollars including other foreign currencies. 

Mr. Casey. Not only did we finance the 50 percent that is required 
by 50-50, but we also had to pay dollars for the other 50 percent, 
did we not? 

Mr. Garnett. I will check that. 

Mr. O'Leary. Yes; we did. 

Mr. Garnett. We paid dollars for 100 percent. 

Mr. Casey. So now you are telling me that if it were not for 50-50 
you might get some of the first half with pounds sterling whereas now 
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vou cannot even finance the second half with anything except dollars, 
is that a fact; so, if you are doing some shifting around to find some 
exchange, you did not do much shifting for the second half and it is 
doubtful whether you would have done much more shifting to get 
the first half? 

Mr. Garnetr. We were not trying to limit the amount of dollars 
that we spent for United States cargo vessels. Had we been instructed 
to minimize the dollar expenditures for ocean transportation, we 
would = ave operated the program naturally in a different manner. 

Mr. Casey. But your previous statement was not exactly the same 
statement you gave now. You said you were not trving to limit the 
expenditure of ‘dollars for freight in American bottoms, but the sec- 
ond statement was that you are not trying to limit the payment of 
dollars for freight, period. 

The fact of the matter is that some of this dollar freight that you 
paid in connection with shipments from these five countries went to 
other than United States ships. 

Mr. O'Leary. If United States ships were not available. 

Mr. Casry. Did you try to get United States ships? 

Mr. Hupriorr. That is right. 

Mr. Casty. Who tried to get them ? 

Mr. Hupriorr. We tried to get them through the exporters. 

Mr. Casry. Who would arrange the shipping in that case ? 

Mr. Hvpriorr. The exporter. 

Mr. Casey. The exporter from the United States? 

Mr. Hupriorr. That is correct. 

Mr. Casey. And you tried to get them to ship the whole 100 percent 
on American bottoms ? 

Mr. Hupriorr. That is right. 

Mr. Casry. And there were no American bottoms available? 

Mr. Garnerr. Within the time limit. 

Mr. Hvupriorr. That was a factor, the period within which the 
program moved. 

Mr. O'Leary. If you check the Pakistan table and some of those 
other countries’ tables, the Korean for example, you will see that all 
of the cotton to Korea went on United States vessels and in the Pakis- 
tan table it is very predominantly United States vessels. 

Mr. Casrty. How about the overall program of those five countries? 
How did it bear? What is the percentage so far as American vessels 
and foreign vessels ? 

Mr. O'Leary. I have not computed it. I will do so. 

Mr. Casey. I wish you would submit it for the record at this point. 

Mr. O'Leary. Yes. 

(The material referred to follows :) 
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Percentage United States flag and foreign flag participation in programs where 
United States financed more than 50 percent of transportation 


j 
Carried United States Carried third country 
flag flag 
Country a 


Carried own flag 


_ | Percent of 
total 


Long tons Long tons 


| 
| 
| Percent of ve teen Percent of | 

total total 


, 709 100 7 
Pakistan a 2, 542 RO. ! a) 
hailand es al ,177 86. § | 
furkey Saal 174, 980 56.7 | 
Yugoslavia seis oh 391, 181 47. 1 306, 260 


| ae ae eee ee 581, 589 50. : 438, 319 


Includes 80,000 tons approved on foreign-flag vessels because of unavail 
juring February 1955. 


Mr. Casry. So that when we get down to it, basically the second 
reason that you have given for supporting the exemption of Public 
Law 480 from 50-50 is that the agricultural appropriations can be 
analyzed and brought to the $3 million differential to American 
tramps; can they not? 

Mr. Garnett. I would again state that actually no dollars would be 
needed to transport any of the » agricultural products. 

Mr. Casry. Will that be the effect if the so-called Case-Anderson 
bill now pending in the Senate is enacted? Will that be the result? 
Will it be that you will need no dollars to do any of the transporting 
out of the agricultural appropriations? Is that going to be the effect? 

Mr. GaRNeETT. Excuse me for just a moment. 

The Case-Anderson bill would simply repeal the applicability of 
664 to title I, 480, if I understand it correctly. Within that we could 
administr atively offer, as we suggested, to move half of the cargoes to 
any country. Iam sure that, if we made that administrative deci ision, 
that approximately half of the cargoes to most countries would move 
in United States vessels. 

Mr. Casry. You are in between this dilemma, it seems tome. You 
really should tell this committee right now what would be the net effect 
of enacting the Case-Anderson bill. 

Would it be that the Department of Agriculture, as a matter of ad- 
ministrative policy, would continue to pay dollar freight and insure 
the American ships of almost the same porportion of sap they are 
now carrying, or would you save the dollars and thereby give it all to 
the foreign ships? 

Mr. Garnett. In this question, sir, lam not prepared. I don’t want 
to hide anything, but I have not been instructed and there is not a uni- 

fied answer that I would be warranted to give to you with regard to 
th at. 

Mr. Casey. Is it an unfair question ? 

Mr. Garner. It is a fair question. 

Mr. Casey. Is it not a fair question to have the Department of 
Agriculture present that picture to the Congress before they support 
it or before the Congress is asked to vote on the Case-Anderson bill ? 
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Mr. Garnett. Your question is absolutely reasonable. I don’t find 
any fault with it. 

Mr. Aten. Will you yield? 

Mr. Casey. Yes. 

Mr. Auten. Mr. Garnett, on that situation, if you withheld Ameri- 
can dollars from American shipping, would that automatically in- 
crease the number of dollars available in the appropriation for the 
sale of more surplus commodities foreign ? 

Mr. Garnett. Yes, sir. 

Mr. ALLEN. You would have then the conflict of interests in a sense 
whether you would choose to sell more firm commodities out of sur- 
plus or whether you would sell less commodities and use some Ameri- 
can ships / 

Mr. Garnett. That is right. Your statement is correct. 

Mr. Roseson. May I ask a question ? 

Mr. Casry. Go ahead. 

Mr. Roseson. I understand that in your appropriations you do not 
expect to pay any of this money for freight? Is that not part of what 
the appropriation is for? Is it not estimated that way ! 

Mr. Garnetr. No, sir. It was not. The $1.5 billion was to rep- 
resent investments of the Commodity Credit Corporation in the com- 
modities, and we have to include in the investment the cost of trans- 
portation. 

Mr. Ropeson. The 50-50 provision has been in there a long time. 

Mr. Garnett. It has applied since 1954. 

Mr. Ropeson. Did you expect it to get knocked out? Did you ex- 
pect it to not stay in? 

Mr. Garnerr. No; 1 had no such feelings as that, sir. 

Mr. Roseson. But I do not understand is that knowing that was in 
there and knowing that was expected and assuming that it would be 

carried out in accordance with the law, it does not seem to me that there 
was any basis for any surprise as to whether it cost or did not cost. 
That is the way it was supposed to be shipped; was it not ¢ 

Mr. Garnerr. When the law was passed no statement was made witli 
respect to cargo preference. Up until that time all of the special leg- 
islation involving the movement of United States products had in the 
bill the cargo-preference clause ; 480 did not have that as a part of the 
bill itself and, therefore, there was uncertainty when the bill was first 
passed. Well, it was presumed that cargo preference did not apply 
until Public Law 664 passed and was ruled by the Attorney General 
as being applicable. 

Mr. Ropeson. That is what I mean. Ever since then you have 
known it. 

Mr. Garnert. Yes. 

Mr. Ropeson. You have known it was applicable. 

Mr. Garnerr. I thought I had made it very clear that we had made 
every effort to carry it out to the letter, which we have done. 

Mr. Casey. Mr. Robeson is pointing out to you that, when you asked 
for an authorization here now increasing it, for example last July or 
August, Public Law 387 

Mr. Garnett. It was approved August 12, 1955. 

Mr. Casry. In other words, when you asked for that authorization 

nereasing it to $1.5 billion, you knew that some portion of that was 
going to have to be paid out. 
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Mr. Garnett. That is absolutely true. 

Mr. Rozeson. That is what I was asking. I did not want you to be 
so surprised. 

Mr. Casgy. You have stated that you have in effect used up 769 mil- 
lion of your authorization. 

Mr. Garnett. That is right. 

Mr. Casey. Up to date. 

Mr. Garnett. We have commited that much. 

Mr. Casey. You have committed that much ? 

Mr. Garnett. That is right. 

Mr. Casey. And you are quoted in the press over the weekend as 
stating that you expected to get commitments up to $1,200 million by 
the spring. 

Mr. Garnett. That is correct. 

Mr. Casey. It is in this news article. By this spring you are going 
to have $1,200 million 7 

Mr. Garnett. We have stated that before the House Appropriations 
Subcommittee. 

Mr. Casey. This authorization is to go until June 30, 1957 ? 

Mr. Garnett. This is correct except that that does not really state 
the case because the Congress said that this limitation will not be ap- 
portioned by year or by country, but shall be considered an objective 
as well as a limitation to be reached as rapidly as possible so long as 
the purpose of the act can be achieved within the safeguard estab 
lished. 

Mr. Casey. I did not mean to say that your job was done as soon as 
‘ou got the $114 billion committed, and I did not mean to imply that 
by referring to the June 1957 date; but, at any rate, you are well with- 
n the se hedule that was set out for you by the C ongress. 

Mr. Garnett. The Congress did not set out a sc hedule. They asked 
is to move the commodities as rapidly as possible. 

Mr. Casry. At least Congress did not feel that you could do that by 
June 30,1957. If so it would have said so; would it not? 

Mr. Garnerr. Yes, they did ask us to move it as quickly as possible. 

Mr. Casey. If you get the $1,200 million committed by this spring, 
do you expect to ask for additional appropriations / 

Mr. Garnett. This is a matter of higher level authority than I am 
iuthorized to discuss. 

Mr. Casry. It is under consideration at the present time; is it? 

Mr. Garnetr. It has not been discussed. The statement that you 
efer to is a part of our statement to the House Appropriations Sub- 
committee. 

Mr. Casey. It is not in connection with any request to get an addi- 
tional authorization ? 

Mr. Garnett. No, sir. 

Mr. Casry. I want to go back to these transportation charges and 

rect a question to Mr. “Hudtloff. The $3 million differential that 

as paid to the American tramp shippers has been referred to as an 
aden subsidy so far as the payments by the Federal Government 
are concerned; has it not ? 

Mr. Hupriorr. We call it a differential, but what you say is cor- 
ect. 

Mr. Casey. First of all, you testified before this committee last year 

the delays that were being caused at that time in the shipment 
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abroad by reason of the lack of American bottoms. Have there been 
any delays since the hearings of last year? 

Mr. ; {uptLorr. No, sir. There have not. 

Mr. Casey. Have you had any difficulties with administering the 
part - the law that we discussed at the hearings last year? 

Mr. Hupriorr. No, sir. 

Mr. Casry. Now, as to the tramp rates both foreign and American 
since the hearings of last year, how have they varied? I know that 
they vary so far as location is concerned and sometimes ship to ship, 
but can you give us a general picture of how they varied ‘ 

Mr. Hupriorr. Yes. As you will recall, a year ago when we testi- 
fied before this committee the rates at that particular moment were 
high. At least, we asked the Maritime Admiinstration to establish 
new ceilings, which they did. Almost immediately following those 
hearings, those rates dropped back to within or below the NS. A rates 
as of that time. 

Since that time they have been, almost without exception, under 
that ceiling. There have been times when the rates have been a little 
higher than they have at other times, but, in general, I would say that 
they have been under those ceiling rates that were established some 
time ago. 

Mr. Casry. That is the American tramp trade! 

Mr. Hupriorr. That is the American tramp rates. During thiat 
same period there has been a gradual increase, thereby narrowing the 
spread between the foreign and the American tramps so that today 
that spread is probably smaller than it has been for some time. 

Mr. Casey. Have there been occasions in the past. year where the for- 
eign tramp rate has actually exceeded the American tramp rate / 

Mr. Hupriorr. There may have been 1 or 2 cases. 

Mr. Casey. Is it fair to say and would you care to express an 
opinion based upon your knowledge and experience of shipping rates 
that the foreign tramp rate whic ch is fixed, as the American tr: imp 
rate is, on the basis of supply and demand, has a tendency to creep 
up behind the American rate / 

Mr. Huprvorr. It is not only my opinion but it has actually occurred 
during the past year. 

Mr. Casry. When the differential on those rates gets very close, if 
the American tramp owners make a reasonable profit on the basis of 
those rates, the foreigner is making a killing; is he not? 

Mr. Hupriorr. That is correct. 

Mr. Casey. In other words, his expenses are one-third or one-fourth 
of what the American tramp owner’s expenses are for running the 
ships. That is true; is it not? 

Mr. Hvupriorr. That is correct. 

Mr. Casey. To that extent the American tramp owner's rates fori 
a brake on the market so far as what the foreign tramp owner could 
charge or would charge? Is that a fair assumption ’ 

Mr. Hvpriorr. At least it puts an umbrella over the market. 

Mr. Casry. That is as good as a brake for my purposes. In ot! 
words, it puts an umbrella on it. Is it a fair statement to say tha 
without the 50-50 legislation we would have no tramp fleet in th 
United States? 
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Mr. Huprvorr. That is a difficult question to answer categorically 
“ves” or “no.” I will say that I am sure that the Cargo Preference 
(ct has been of material aid. 

Mr. Casry. Let me put it this way: Could you expect an American 
rap ship to compete, so far as rates are concerned, on an equal basis 
with foreign tramps? 

Mr. Hupriorr. Well, ratewise it would be rather difficult to do. 

Mr. Casey. It would be impossible ; would it not 

Mr. Hupriorr. It would. 

Mr. Casry. In other words, if one fellow’s expenses are 3 or 4 times 
vhat the others are, they certainly cannot compete so far as how 
much money they are going to take to run their ships? 

Mr. Huprviorr. That is right. 

Mr. Cassy. If there were no compulsion so far as giving cargo to 
= erican tramps are concerned, then it is a fair assumption to say 

hat they would not get any ? 

Mr. Fivprrorr. I think the total overall limitations would have to 
e applied. In other words, you get to a point of where ship avail- 
ibility, position, and things of that kind would under certain cireum- 
stances engage certain vessels. 

Mr. Casrty. In other words, the Americans might pick up some 
argoes here and there where there were no foreign ships available to 
pick it up, if they could last long enought to be in a position to get it 
when it was available? That is a fair appraisal of what you are 
saying ? 

Mr. Hupriorr. That is right. In other words, it is a competitive 
market and the movement into which the commodity is going, the 
irea into which it is going, the availability of ships, all would be 
factors to be considered. 

Mr. Auien. Mr. Hudtloff, do you know of any American tramp 
which is operating except those which are taking outbound cargoes 
inder the 50-50 law ? 

Mr. Hupriorr. Do you mean bringing in cargoes? 

Mr. Atuen. Taking them out, the outbound cargo. Do you know 
f any American tramp ship which is operating except those that are 
vetting cargoes outbound from the United States under the Cargo 
Preference Act? 

Mr. Huprrorr. To answer your question specifically, Mr. Congress- 
man, I would have to review certain records, but I would imagine 
that there are certain tramp operators that are carrying commercial 
transactions. 

Mr. Casry. So, as a logical deduction, from the points that we have 
been making so far as the American tramp fleet is concerned, it is 
fair to say that, but for the existence of the American tramp fleet, 
we might have been called upon or the foreigners might have been 
called upon to pay much higher freight charges to the foreign tramp 
fleet ? 

Mr. Hupriorr. Yes, I think our experience has borne that out. 

Mr. Casey. In other words, it is just a natural sequence of the fact 
that the American tramps act as an umbrella over the foreign tramp 
rate and, if you take off the umbrella, they are going to go higher. 

The CratrmMan. Mr. Miller. 

Mr. Miiurr. Are you finished with your line of questioning? 
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Mr. Casey. Yes. 

Mr. Mitier. I want to go into another phase. 

Mr. Garnett, you spoke of a regional conference of agricultural 
attachés in September, 1955. I believe ¢ 

Mr. Garnett. Yes, sir. 

Mr. Miniter. Where was this held, in Paris? 

Mr. Garnetr. Paris; yes, sir. 

Mr. Mixxer. Iid the matter of the 50-50 law come up for discussion 

Mr. Garnett. No, sir. 

Mr. Minter. Among those people ¢ 

Mr. Garnett. No, sir. 

Mr. Miiier. Was it discussed informally ¢ 

Mr. Garner. No, sir. Let me say that I was the chairman of 
the meetings of this conference that lasted 4 days, and this was not 
a subject of discussion. I have no recollection of discussing it. 

Mr. Mintzer. It was not on the official agenda ‘ 

Mr. Garnerr. Certainly not. 

Mr. Minter. Was there a discusion of it at that time unofficially / 

Mr. Garnetr. No, sir. 

Mr. Casry. Mr. Garnett, are you familar with the way the oper- 
ating subsidy works on the 1936 act for American-flag ships? 

Mr. Garnerr. I am not. 

Mr. Casry. Are you familiar with that ina general way’ Suppose 
1 tell you what I am driving at. 1 think you have stated here that 
it is your view that the Federal Government should replace the as- 
sistance it has given to American-flag ships under the 50-50 by direct 
subsidy aid. That has been the position of the Department of Agri- 
culture, has it not ¢ 

Mr. Garnerr. That has been administration policy. It has come 
out of a good many special foreign economic studies, in the Bell report 
and inthe Randall report and others. 

Mr. Casey. You are not familiar with how you could give direct 
subsidy aid in lieu of cargoes / 

Mr. Garnerr. A repesentative of the shipping interests, Mr. Purdy, 
has been very kind and has explained and created a great deal of 
sympathy in my mind for the problems of the Maritime Commission 
or the maritime interests. He explained that this would be difficult 
to apply, that what they have to do Is to move the cargo. 

Mr. Casey. In other words, the way the subsidy now works is that 
it is paid on the basis of voyages made, and paid on the basis of 
the difference between operating a ship under the American flag and 
the cost of operating that ship under the direct competitors of the 
company. If the American does not have cargo to carry you cannot 
increase any subsidy that is gomg to keep it in existence, so that it 
would be difficult to increase the aid that is given by statute or admin 
istrative regulation or policy or whatever you want to call it that 
gives them business with a direct, outright subsidy. 

Mr. Garnett. Iam familiar with that problem. 

Mr. Casey. Are you familiar with the amount of ee ex- 
ports from the United States during the fiscal year 1955¢ I do not 
mean 480. I mean total agric vultural exports from the United States. 

Mr. Garnerr. Yes, sir. 

Mr. Casey. Is this figure $3,143 million correct ¢ 

Mr. Garnerr. $3,143 million is the right figure. 
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Mr. Casry. Of that $3,143 million for the Government under its 
various programs, the figures I have here indicate a total of $931 mil- 
lion, of which $806 million was subject to the 50-50 legislation. This 
is your own periodical here, so that I assume that it is in accordance 
with what you know about the situation. 

Mr. Garnett. I hope it is correct ; yes, sir. 

Mr. Casry. So that of that $806 million which is affected by the 
»0-50 legislation, it merely assures to the American-flag shipping 
$403 million, which is merely 1214 percent of our total agricultural 
exports. That is the situation, is it not? In other words, all the 
50-50 legislation does is guarantee the 1214 percent of our total agri- 
cultural exports to American ships? Suppose I hand you the peri- 
odical and you look at it. 

Mr. Garnett. You arrived at the 50-50 being applicable under for- 
eign loans, barter sales, and foreign currency sales. 

Mr. Casey. Not barter sales, I do not think. 

Mr. Garnetrr. No. That is right. 

Mr. Casry. One, three, and four are the points there, I think. 

Mr. Garnerr. That would appear to be correct. All of the sales 
made under foreign loans, foreign currencies, and foreign grants 
under title II of Public Law 480 would have to move in United States 
bottoms. Your reasoning would be correct. 

Mr. Casry. So that, basically, the proposition that we are really 
faced with here is that, even taking the most favorable side of yout 
part. of this story that 50-50 legislation is having some detrimental 
effect on some negotiations with European maritime countries, we 
cannot blow up that effect to such proportions as to say that it Is 
seriously impairing the farm disposal program overseas? Is that a 
fair statement ¢ 

Mr. Garnett. I would not say that it was a serious deterrent. 

Mr. Casry. It is a deterrent ¢ 

Mr. Garnett. It is a deterrent, yes. 

Mr. Casey. I have one more question. 

The third reason that you gave in your statement has not yet bee: 
touched upon in these hearings. That is that the existence of the 
50-50 legislation is impairing your efforts to get foreign countries to 
remove restrictions against the import of agricultur al commodities. I 
believe I asked you yesterday if you would come up prepared to tell 
me in general terms what kind of restrictions you are talking about, 
how long they have been in existence, and what efforts have been made 
to remove them and what the causal relationship is with the 50-50 
registration. 

Mr. Garnetr. Yes, sir. It is true that the countries about which 
we have talked do impose restrictions on United States farm prod- 
ucts. They fall in several categories. One is exchange controls and 
licensing. Another is sanitary regulations. Another is mixing ot 
blending regulations such as you have in wheat and tobacco; and 
another 1s preferential treatment as well as duty. 

We are continuously in negotiations with these countries at various 
levels of government in order to try to get greater access to these mar- 
kets for our farm products. These restrictions are discriminations 
against our products in those markets, and let me say that in an) 
negotiation it is well to be able to bargain from as much strength as 
we can. The existence of cargo preference in these negotiations im- 
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pairs our bargaining position so that when we ask for the eliminatio1 
of discriminatory mixing or blending regulations, we are immediate ly 
countered with discriminatory shipping } provisions. 

Mr. Casry. Are we talking about basically the maritime nations 
of Western Europe now ? 

Mr. Garnerr. Yes. With the maritime nations of Western Europe 
this becomes one of the first counters when we are trying to eliminate 
and bring pressure to negotiate away restrictions against our farm 
products. 

Mr. Casey. Do we not have any restrictions of the same kind in 
our country ¢ 

Mr. Garnetr. Let me see. I guess we have a preferential treat- 
ment with respect to Cuba on sugar, and we have import controls on 
some yeti ts, and we have sanitary requirements. 

Mr. Casry. We have tariffs and things that could be considered in 
the nature of restrictions, do we not ? 

Mr. Garnetr. Yes, we have some of these same things. 

Mr. Casry. How long have these restrictions been in effect with 
reference to 50-50? Did they antedate 50-50? 

Mr. Garnett. Well, I think that 50-50 goes back, in Resolution 17, 
back a good many years, does it not? 

Mr. Casry. There was no compulsion to Public Resolution 17 in 
1934. 

Mr. Garnett. I would say that certainly the exchange controls 
have been for the most part postwar restrictions that have been im- 
posed on our products. 

Mr. Casry. In order to have really clean hands coming into these 
negotiations, you would not only have to get rid of the cargo restric- 
tion limitations but you would have to wipe out every other limitation 
applying to the imports of the country with which you are negotiating. 

Mr. Garnetr. That is right. Each one that you don’t have 
strengthens your hand, and each restriction that you do have weak- 
ens it. 

Mr. Casry. I would like to wind up by asking if Mr. Tumulty did 
not have the right answer to this situation when he asked you earlier 
if it were not true that you have three reasons outlined in this state- 
ment as the basis for your support of the bill to exempt Public Law 
480 from 664, but when you get right down to it it is the resistance on 
the part of the foreign countries and not the added cost which is a 
second reason and really not the difficulties that you have on the agri- 
cultural import restrictions which is the third reason ? 

Mr. Garnett. We stated them in about the order of their impor- 
tance, and the first one, the limitation on our export opportunities is 
the biggest and most important. 

Mr. Casey. By far. 

Mr. Garnett. By far. 

Mr. Totirrson. Mr. Chairman, I had forgotten to ask a question 
which I had intended to ask earlier. 

You have used up $769 million of your authorization and have dis- 
posed of $517 million worth of commodities. There is a difference 
there of about $250 million in the figures ? 

Mr. Garnett. Yes, sir. 

Mr. Tortierson. And $53 million of that $250 million is ocean 
freight. What constitutes the other $200 million? 
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Mr. Garnett. In the $517 million is included the $53 million. In 
other words, the actual amount of commodities involved in these 
transactions would be $517 million less $53 million. 

Mr. Totterson. Where do you put your rail freight rates / 

Mr. Garnerr. That would be a part of the difference between the 
$517 million and the $769 million. 

Mr. ToLterson. How does that compare to the $53 million / 

Mr. Garnetr. I have not made a calculation as to that. I do not 
have the cost of the rail freight. 

Mr. Totierson. In all of the disposal program you are not espe- 
cially concerned with the rail freight rates or costs because, as you 
indicated the other day, you are compelled to use them / 

Mr. Garnerr. You have to get them to the seaboard. 

Mr. Totierson. There is no foreign rail or bus service or barge serv- 
ice inthis country / 

Mr. Garnerr. That is correct. 

Mr. Totterson. But when you come to Congress and ask for reim- 
bursement of your CCC funds, you just automatically include what- 
ever moneys you have spent for rail freight rates and then think 
nothing of it 4 

Mr. Garnett. Yes. 

Mr. Totterson. But it does bother you when you ask for the $3 
million of ocean freight rate differential. I see the reason for it. | 
just wanted the record to show that. 

Mr. Casry. You make periodic progress reports of the administra- 
tion of Public Law 4804 

Mr. Garnerr. We are required by the law to make one every 6 
months. 

Mr. Casry. In the one that is headed the third progress report, 
lated January 12, 1956, is there any reference there made to your 

ifficulties in connection with the cargo preference law / 

Mr. Garnett. I don’t recall that we touched on it. I stand cor- 
rected. It needs clarification. We do not enter controversial matter 
nto this report: we make it a report on what has happened. 

Mr. O'Leary. It calls for a factual report. 

Mr. Casey. Would it not be a fact if the program was being im- 
peced by d0-—50 to put it out here ina report to the C OngrTeSS ¢ 

Mr. Garnett. We are instructed otherwise. 

Mr. Casry. Suppose your whole program was being hamstrung by 

e existence of 50-50. Do you mean that you are not going to put 
that in the report because it 1s controversial ? 

Mr. Garnetr. We are to state facts as to progress under the pro- 
eram. 

Mr. Casry. Do you not tell why you are not making more progress / 

Mr, Garnerr. We did not. 

Mr. Casey. Is it not a fact that it was not of sufficient consequence 
to warrant mention in this report / 

Mr. Garnerr. It is a matter that is worth mentioning. It is a 

‘rent to our sales. The only question involved is what is the 
ppropriate channel to report this particular difficulty. We elected 
ot to do it. 

Mr. Casry, So you will not expect to find anything in these reports 

is at all controversial / 


(27425—56 9 
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Mr. Garnett. That is right. 

Mr. Auten. Mr. Garnett, first I want to say that I rather envy you 
your patience and your even disposition in the face of these questions. 
That will not stop me from asking questions, however. 

Getting back to this $3 million, on the bookkeeping side of it, we 
brought out somewhat that the benefit from what could be considered 
the merchant. marine side on the storage situation not counting any 
interest on the investment or anything like that which is already 
there of course, but the actual value to the Commodity Credit Cor- 
poration of the storage made available was this $15 million, plus. 
Following in a way your own philosophy, would there be anything 
wrong in so amending the law that there would be set up on the 
Commodity Credit books an amount equal to the annual value of the 
storage saved because other facilities were not required to be built 
or rented, and provide that that sum might be available only for use 
in those payments which were a differential or subsidy, or whatever 
you want to call it, for the use of American shipping? 

Mr. Garnetr. It would seem to me that, if we were to pay 25 cents 
a bushel for storage of grains, for example, that are now in the vessels, 
that we would store it in commercial storage where it would be more 
convenient and better suited to the preservation. 

Mr. ALLEN. I suppose there is a point there where it is of some value. 

Mr. Garnett. There is no question that it is of value. That is right. 

Mr. Auten. Can you get the amount of benefit back to the merchant 
marine without hurting the bookkeeping? Would you see any ob- 
jection to setting up a suitable figure that would be restricted to that 
interchange between the Departments? Personally, I would think 
that it would be justifiable. 

Mr. Garnerr. That would have to be decided by the Commodity 
Credit Corporation Board which is a corporation and makes its own 
decisions, and Iam not a member of that Board. 

Mr. ALLEN. However, as a personal opinion, would you not con 
sider it a bit unfair to say in one breath that the farm program is 
suffering to the extent of $3 million for the benefit of the merchant 
marine side of the Government and not acknowledge the value of the 
use of those ships which have been provided by the Commerce 
Department / 

Mr. Garnetr. I think that that would be a matter of fairness; yes. 

Mr. Auten. I would like to emphasize what I think is the impor 
tance of this program to the entire merchant marine situation. Are 
you familiar with the fact that during each year approximately 2,000 
voyages are allowed to the subsidized lines? That is the extent of 
the program for subsidizing the operation of American ships. 

Mr. Garnetr. I was not familiar with that fact. 

Mr. Atuen. I think it is approximately correct. I think you sald 
that there were 214 million tons of farm produce which were moving 
in the past. year. 

Mr. Garnerr. Which moved under title I, Public Law 480, up by 
December 31, 1955. 

Mr. Auuen. Just hazarding a guess that 10,000 tons or less would 
go in each ship that left, that would account for 250 outbound voyages 
a year, would it not ¢ 

Mr. Garnerr. Yes, sir. 
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Mr. ALten. And that is a program equal to one-eighth of the sub 
sidized program of the country ¢ 

Mr. Garnetr. Yes. 

Mr. ALLEN. It is, I think you can realize, a very important consid- 
eration to have that amount of the cargo available considered for 
transportation in the American merchant marine. 

Mr .Garnerr. Yes, sir. 

Mr. ane Do you realize further _ we have approximately 
1.100 ships in operation and that the Navy has advised us over a 
period of saab that in order to accomplish the initial lift in an 
emergency we should have in operation some 1,700 ships, which would 
indicate that our requirement for the initial lift in any emergency are 
600 short or approximately one-third short‘ I bring this out so that 
it might indicate this is not just a hearing to advance one commercial 
interest against another, but one which I feel has tremendous defense 
implications. 

it seemed to me that throughout the discussion that you have given 
us the actions have all been consistent with an endeavor not to ynpAIT 
the credit or impair the capital structure of the Commodity Credit 
Corporation, and as I have watched these examples I have not been 
aware that at any time has any transaction been consummated which 
impaired the capital structure of the Corporation. Is that true, and 
is that a rule that is followed rather closely ? 

Mr. Garnett. The capital structure of the Commodity Credit Cor- 
poration is subscribed, of course, by the Congress. 

Mr. Arcen. It isalsoa little difficult to get more of that ? 

Mr. Garnerr. When there has been danger of impairment in the 
past the Congress has subscribed more capital. 

Mr. Aten. Is it true that there has been no transaction that has 
been consummated under these programs which has in any way im- 
paired the capital structure of Commodity Credit except this $3 million 
as a loss to American shipping ? 

Mr. Garnetr. The Commodity Credit Corporation of course sus- 
tains many losses of many kinds. 

Mr. Auten. I mean in connection with this program and the trans- 
actions under it. 

Mr. Garnerr. No, sir. The Public Law 480 itself provides for an 
uuthorization by the Congress to restore the capital of the Commod- 
ity Credit Corporation by the amount expended under the program. 

Mr, Auten. Then the loss you take would be the $199 million, I 
believe? The difference between the investment of seven hundred-odd 
million dollars and the $500 million that you can sell the goods for is an 
umount which will be appropriated to restore the capital of the 
Corporation and that restoration is already authorized by law; is 
that not true? 

_ Mr. Garnerr. That is not quite right, sir. The total, $769 million, 
is restored automatically by the authorization in Public Law 480. 

Mr. Aten. However, is it not true that the $500 million part of it is 
restored by the transaction itself in which the dollars are paid to Com- 
modity Credit and foreign currencies are taken to the credit of the 
United States in foreign countries ? 

Mr.Garnerr. No,sir. May I read that section of the Jaw ? 

Mr. Auten. Yes. 
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Mr. Garnett. I think itis section 103: 


For the purpose of making payment to the Commodity Credit Corporation to 
the extent the Commodity Credit Corporation is not reimbursed under section 
105 for the commodities disposed of and costs incurred under titles I and II of 
this act, there are hereby authorized to be appropriated such sums as are equi! 
to the Commodity Credit Corporation’s investment in the commodities made 
available for export under this title and title II of this act, including proc 
essing, packaging, transportation, and handling costs; and (2) all costs in 
curred by the Corporation in making the funds available to finance the ex 
portation of surplus agricultural commodities pursuant to this title. 

The effect is that the investment of the Commodity Credit Corpora 
titon is restored by this authority. 

Mr. Atiten. And in none of these transactions then is there any 
impairment of the capital of the Corporation ¢ 

Mr. Garnerr. That is correct. 

Mr. Atten. However, there may be an impairment to the capital 
of the Government as a whole if the funds made available in foreign 
currencies are not recaptured ¢ 

Mr. Garnett. In case the loans went awry that would represent an 
outright loss to the Government. 

Mr. Atten. Therefore, in effect is it not true that the program oe 
a mechanism through which Commodity Credit can get rid of 
surpluses without impairing its capital, but that the loss may be trans 
ferred to the Government as a whole by the transaction / 

Mr. Garnetr. That is correct, sir. 

Mr. ALLen. One other ty \ "pe of quest ion. We heard I think quite a 
bit about tobacco this morning. As I remember, a year or so ago, 
maybe less, there was a transaction proposed in which a certail 
nmount of tobac co Was to be sold and only on the condition that ther 
Was no restriction of car ry ing 50 percent on American ships. Do yol 
recall that transaction / 

Mr. Garnerr. Outside of title 1/ 

Mr. Auten. I do not know whether it is title I or not. It was about 
6 months or a year ago. Great Britain was the country involved, 
| believe. 

Mr. Garnerr. We did consummate one for $15 million with the 
United Kingdom and that was consummated. 

Mr. ALLen. Was there not one which at one time or another wa- 
contingent upon the removal of any restriction, that is, the peer hase 

itself was contingent upon the removal of any restriction to our ships / 

Mr. Garny That was that $15 million program and the ae ui 
tion was eens ‘umvented by turning it into a gift. 

Mr. Auten. Would that indicate that possibly the original trans 
action might have been in the nature of making sort of a good bluti 
upon the ground that later the same commodity might be obtained 
under different circumstances 4 

Mr. Garnerr. I do not know how far you wish to go into this. The 
transaction involved increasing the stoc ‘ks of tob acco in the U nited 
Kingdom, the same as the one that came in this year. Part of the pur- 
pose was to have more United States tobacco in the country so that 
we would along with that encourage a larger blend of United State- 
tobacco in British cigarettes. 

Mr. Auten. I do not understand why the first program would 
one of purchase when there was in mind that that would be follow: 
by one of grant. 
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Mr. Garnett. The negotiations on this $15 million that was con- 
summated progressed quite far before the Attorney General made the 
ruling that 664 was applicable to title I. When the British found that 
t was applicable to this transaction it stalled. In an effort to get the 
stocks which we were very anxious to create in the United Kingdom, in 
in effort to consummate that transacion and get the stocks there, we 
n effect changed the transaction from a sale to a gift. 

Mr. ALLEN. Were those stocks taken from the stocks of Commodity 
(‘redit ? 

Mr. Garnetr. The Commodity Credit Corporation does not carry 
lie stocks of tobacco. Those are all in private hands; are they not / 

They are stocked out of the auction. 

The Cuairman. They are in the Stabilization Corporation. 

Mr. GARNETT. Yes, sir. 

Mr. O'Leary. These particular stocks were auction stocks. They 
were bought in the market. 

Mr. Atten. Was there any difference in the impairment of capital 
ivolved in that case ? 

Mr. Garnett. No, sir. That did not affect the loss to the Com- 
modity Credit Corporation. The only difference would have been 

that had the United Kingdom hauled it in their own vessels there 
would have been no dollar charge for transportation which the Com- 
modity Credit Corporation did pay. 

Mr. AtLten. The only difference ultimately in the financial side of 
the transaction was the dollar cost 

Mr. Garnerr. The dollar cost of transportation on half of the 
shipment. 

Mr. Auten. Thank you, Mr. Chairman. 

The CHarrmMan. I have another witness I want to hear. 

Mr. Ropeson. I have one question. 

The CHarrMan. Yes, sir. 

Mr. Rosrson. You said something about a gift. Who gave whom 
What ¢ 

Mr. Garnett. It amounted to the Umited States giving the proceeds 
of the tobacco sales under the authority in section 104 (c) which says: 

* to procure military equipment, material, facilities, and services for the 
mmon defense. 


Mr. Ropeson. There is no selling $15 million worth; is that right / 

Mir. GarNettT. That was the way we started out. 

Mr. Ropeson. We gave them $15 million then / 

Mr. Garnetr. We had to make the choice, as it appeared to us, either 
to make it on this basis or not to sell the tobacco. We elected to sell 


+ 


he tobacco. 

Mr. Ropeson. You said you gave it to them. 

Mr. Garnetr. The proceeds of this sale went to the British Air 
Force for the construction of housing under this authority that I men- 
tioned. Then they agreed to prov ide the United States Armed Forces 

tationed in the United Kingdom with houses at a nominal rate. 

Mr. Roprson. In any event, the tobacco did not cost the British tax- 
payer anything, did it? 

Mr. Garnett. Yes. They had to use British pounds to build the 
iouses to house United States troops. 

Mr. Ropeson. That is all. 

Mr. Mitier. They eventually get the houses back, do they not / 





128 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


Mr. GarNerr. Under the original proposal the houses would have 
belonged to us. Under the proposal that we finally got the houses 
belong to the British Air Force. 

Mr. Mituer. So we get the use of the houses ? 

Mr. Garnerr. At a nominal cost. 

Mr. Mitier. At a nominal cost for giving them the tobacco with 
which to raise the money to build the houses ? 

Mr. Garnetr. Yes, sir. 

The CHatrmMan. I think we have agreed that there is some subsidiza- 
tion of the maritime merchant marine by Commodity Credit. I want 
you to bring me a statement up here to go in the record of what it 
would have cost ( ‘ommodity Credit for similar stor age to the utiliza- 
tion of reserve vessels, not only for 1 year, this $22 million which we 
have agreed on, but for the years back, what you would have had to 
pay for storage in regular storage warehouses, and insert it in the 
record here, because that will show that the Maritime Administration 
and the shipping has subsidized you to a considerable extent. 

The Cuarrman. I thank you very much. 

Mr. Tumuury. Before the witness is excused, I do not want to ask 

any questions, but there was mention this morning of a request of 
information from Mr. Garnett respecting the purchase by the Na- 
tional Catholic Welfare Conference of certain surplus goods which 
they transported, I guess by Italian ship, to Italy for distribution 
there to hospitals. Without burdening and prolonging it any further, 
I wonder in giving that information if we might get the whole picture, 
not just the isol: ited i instance that you referred to, so that there might 
not be a misunderstanding, as a typical study of all charitable institu- 
tions and how they go about delivering the goods. They must pay 
for it themselves. 

Mr. Garnetr. Yes. 

The Cuairman. You understand about the storage cost 4 

Mr. Garner. Yes, sir: I do. 

The Cuarrman. Not only for the $22 million that we have agreed 
on, but for all the years back. 

Mr. Hupriorr. What you would like to have is what this cost would 
have been to the Corporation had we stored it ourselves / 

(The information is as follows.) 

The Commodity Credit Corporation has an agreement with the Maritime Ad- 
ministration for the use of ships of the reserve fleet for the storage of CCC-owned 
grain. This agreement provides that Maritime will select the ships, prepare 
them for storage, tow them to and from anchorage in preparation for loading, 
and otherwise maintain the ships in good repair while they are being used for 
the storage of grain. All costs incurred by the Maritime Administration in con- 
nection with the use of these ships for storage are reimbursed to the Maritime 


Administration by the Commodity Credit Corporation. The Corporation does 
not pay the Maritime Administration for the use of these ships. 


THE 1949-51 PROGRAM 


The Corporation records show that under the 1949-51 program it cost $2,677,000 
to store grain in the reserve fleet ships and that it would have cost $2,583,000 to 
store the same quantity of grain under the uniform grain storage agreement. 
These costs took into consideration the shrink in the quantity of grain while in 
storage, as well as the losses incurred as the result of changes in grade. The 
average storage period under this program was about 285 days. 
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THE CURRENT PROGRAM IN THE HUDSON AND JAMES RIVER FLEETS 

The Corporation records show that the cost of operating the reserve fleet ves- 
sels under the current program through December 31, 1955, was $3,309,000 for 
the Hudson River fleet and $3,475,000 for the James River fleet. Comparable 
figures involving the same tonnage under the uniform grain storage agreement 
would have cost $8,734,000 for the quantity stored in the Hudson River fleet and 
$8,514,000 for the quantity stored in the James River fleet. These figures do 
not take into consideration losses due to shrinkage in quantity or changes in 
grade. 

THE CURRENT PROGRAM IN THE ASTORIA AND OLYMPIA FLEETS 

The expenses incurred in operating the Astoria fleet amounted to $5,052,000 
as against comparable storage figures under the uniform grain storage agree- 
nent amounting to $4,667,000. The cost of operating the Olympia fleet amounted 
to $2,903,000 as compared with storage under the uniform grain storage agree- 
ment amounting to $2,948,000. 

The operation of a reserve fleet for storage of grain becomes less costly the 
longer the grain is allowed to remain in storage since it tends to spread the 
initial costs of making the ships ready for storage. 

ee ’ ; : nn 

The CHairnmMan. Yes,sir. Thank you very much. 
The next witness is Mr. Kalijarvi. 
Will you identify your associates, please ? 


STATEMENTS OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS; J. PAUL BAR- 
RINGER, DIRECTOR, OFFICE OF TRANSPORT AND COMMUNICA- 
TIONS; WILLIS C. ARMSTRONG, DEPUTY DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE AND RESOURCES; AND ANTONIO 
MACONE, INTERNATIONAL ECONOMIST, DEPARTMENT OF STATE 


Mr. Kanisarvi. Yes, sir. I am Thorsten V. Kalijarvi, Deputy 
Assistant Secretary of State for Economic Affairs. On my left is 
Paul Barringer, who is the Director of our Office of Transport and 
Communications. On my right is Willis Armstrong, who is Deputy 
Director of the Office of International Trade and Resources, and to 
his right is Antonio Macone, who is an international economist. 

Shall L proceed with my statement / 

The CHAIRMAN. Yes, sir. 

Mr. Kanisarvi. Mr. Chairman and members of the committee, on 
January 17 the chairman wrote the Secretary of State that this com- 
mitte would conduct hearings on the operation of Public Law 664, the 
so-called 50-50 shipping law, in relation to Government export and 
import programs with particular regard to its possible effect on the 
export of surplus agricultural commodities under Public Law 480. 
both laws were enacted by the 83d Congress. I am appearing at the 
committee's request. 

May I, at the outset, call the attention of the committee to part of 
the President’s statement which he made at the time he signed S. 3233, 
now Public Law 664, an act to amend the Merchant Marine Act of 
1936. At that time, August 26, 1954, the President said: 

It appears that the major purpose of S. 3233 is to confirm on a permanent 
basis policies we have been following for a number of years. United States 
vessels are already carrying better than 50 percent of aid cargoes and cargoes 
resulting from the Government’s stockpiling program. However, certain pro- 
Visions of this legislation cause me concern and I hope the next Congress will 
reconsider them. I refer particularly to the provision with regard to currency 
convertibility which, if it applies to title I of Public Law 480, 88d Congress, would 
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handicap the disposal of United States agricultural products abroad, and to 
the provision with regard to offshore procurement which, by forcing United 
States vessels into trades in which they normally do not operate, could increase 
the cost of the aid program. I am asking the Attorney General for an opinion 
on the applicability of the currency convertibility provision. 

In concluding his statement the President said “I may wish to recom- 
mend additional changes in this legislation.” Since that time it has 
been held that the provisions of Public Law 664 apply to operations 
under title I of Public Law 480. And, as indicated by the Depart- 
ment of Agriculture, this provision has been an obstacle to the con- 
clusion of some negotiations. 

This issue arose last year in connection with S. 2584, a bill to exempt 
sales of surplus agricultural commodities for foreign currencies from 
certan statutes relating to shipping. The Department’s comment at 
that time was as follows: 

The application of cargo preference legislation to the sale of surplus United 
States agricultural commodities for foreign currencies under title I of Public 
Law 480, 83d Congress, has increased the difficulties attending the satisfactory 
negotiation of title I agreements. The Department of State therefore supports 
the enactment of S. 2584. 

Regardless of the previously expressed views, Public Law 664 anc 
Public Law 480 are the law of the land and it is our duty to carr) 
these out. The fact remains that in a few cases it has not proved 
possible to conclude agreements under Public Law 480 because of the 
requirements of Public Law 664. 

The Department has been concerned with this difficulty because 
under Executive Order 10560 of September 9, 1954, it assigned re- 
sponsibility for the negotiation of sales agreements under title I of 
the act. These agreements are usually negotiated in foreign capitals 
under the direction of our ambassadors with the aid of the agricultura!| 
attachés and the chiefs of the United States operations missions. The 
Department participates in the Interagency Staff Committee on Agri- 
cultural Surplus Disposal chaired by the Department of Agriculture. 
That committee advises the Department of Agriculture on opportuni 
ties for disposals under title I as a basis for decisions on the com- 
modity composition and the terms and conditions of such sales. 

The De partment is convinced that one useful way of reducing the 
large stocks of agricultural surpluses now in the hands of the Govern 
ment is by overseas disposal. Furthermore, the disposal of surpluses 
abroad can in many intances promote our foreign policy and improve 
our relations with the recipient countries. The Department vigor- 
ously and energetically pursues every negotiating opportunity which 
the Government has decided to follow up. 

As the committee knows, certain European countries are vitally de 
pendent on the operations of their merchant marines for a significant 
proportion of their foreign exchange earnings. Some of these have 
consistently protested all forms of cargo preferences. These same 
countries present real opportunities for legitimate disposals unde 
Public Law 480. However, they find it difficult to take part in our 
title I sales program because they believe such participation would 
tend to compromise their positions on cargo preferences. We under- 
stand that they may see a short-term advantage in a Public Law 480 
transaction, but at the same time a long-term disadvantage to their 
merchant marines in the acceptance of cargo preference. Entering 
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nto a Public Law 480 deal could in their opinion be construed : 
entering into a system of cargo preference. 

It is, of course, difficult to make an accurate estimate of the effect 
of the 50-50 provisions on the disposal program thus far, and it is more 
difficult to forecast the potential effort in the future. Transactions 
n the neighborhood of $40 million worth of surpluses have been under 

onsideration with the United Kingdom, Denmark, and Norway which 
object on principle to the 50-50 rule and negotiations to bring about 
these transactions have not to date resulted in agreements. 

We have no way of knowing what additional transactions might 

iuve been possible had there been no 50-50 rule. 

The CHatrman. I regret I have called you to remain through the 
day, but it is late in the evening and you will—I hope it will meet with 
your pleasure—have the opportunity to come back here tomorrow 
morning at 10 o’clock. 

Mr. Kaursarvi. I shall be very glad to. 

The CHAtrMAN. We will resume this question tomorrow. 

The committee will adjourn now until tomorrow morning 

‘clock. . 

(Whereupon, at 4: 25 p. m., the hearing was adjourned until 10 a.1 

rhursday, February 2, 1956.) 








OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


THURSDAY, FEBRUARY 2, 1956 


Houser or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, i, 
The committee met at 10:05 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 
The Cuarrman. The committee will come to order. 


STATEMENTS OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS; J. PAUL BAR- 
RINGER, DIRECTOR, OFFICE OF TRANSPORT AND COMMUNICA- 
TIONS; WILLIS C. ARMSTRONG, DEPUTY DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE AND RESOURCES; AND ANTONIO 
MACONE, INTERNATIONAL ECONOMIST, DEPARTMENT OF 
STATE—Resumed 


The Cuairman. Mr. Kalijarvi, I read with a great deal of interest 
your statement last night in an endeavor to carefuly digest it. 

My interpretation of your remarks is clear, that this is another of 
your annual appearances before the committees of Congress advocat- 
ing, as strongly as possible, the deactivation of the American merchant 
marine. 

In my 20 years on the Merchant Marine Committee I do not recall 
i single appearance of the State Department where an expression was 
made favorable to the vigorous, active progress of our American mer- 
chant marine. 

I would gain the impression that the State Department's philosophy 
sponsors the American merchant marine either tied up at the docks 
waiting employment or, else, deactivated and placed in mothballs, a 
laid-up fleet. 

Your position is disappointing to me. Your representations of the 
State Department are disappointing to me even though it has become, 
as I say, an annual affair. 

Do I gain the i impression, or have I got the right impression, from 
hearing “former testimony and having visited the foreign embassies 

in the various countries in which we are greatly interested, that the 
prime interest of the State Department is in those countries and not 
in our country ¢ 

Mr. Kauisarvi. Mr. Chairman, in response to your first comment, 
[ can only say that I do not know how the committee has reacted in the 
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past with respect to appearances of the Department because I have 
only been with the Department since 1953. 

I know that I have appeared not before this committee but before 
the Senate committee on the 50-50 legislation, at which time we took 
the position that a direct subsidy was preferable to the kind of pro 
vision that is incorporated in the 50-50 bill. However, after the Con 
gress had spoken and the matter had become law, we have loyally ob 
served that provision. We have not, to my knowledge, at any point 
along the way yielded to anyone in our desire for a strong merchant 
marine. 

I think our objectives are the same as the committee's objectives. | 
think the difference is a difference in the way in which it would be 
ac ‘hie ved. 

We would regret very much to see the American merchant marine 
tied up at the dock. 

We do not think that would serve the national interest, nor the 
interest of the United States Government. 

The CHarrman. Just at that point—you realize what portion of the 
export cargo the foreign-aid program is at the present date, do you 
not ¢ 

Mr. Kauisarvi. I beg your pardon. I do not think I understand 
the a 

The CuatrmMan. Do you realize or do you know the portion the 
foreign-aid program is at the present date with respect to export 
commerce from the United States? 

Mr. Kanisarvi. You mean with respect to carriage by the merchant 
marine ¢ 

The Cratrman. That is right. 

Mr. Kanisarvi. 50-50. 

The Cuatrman. What? 

Mr. Kanasarvt. It is on a 50-50 basis, provided by law. 

The Cuatrman. No. I am talking about the tonnage of the avail 
able cargo. 

Mr. Kauisarvi. No; I do not know. 

The Cratrman. Then you should inform yourself because you 
could do nothing but lay these ships up and retire them from the 
service unless they got part of this cargo. 

Did you know that? 

Mr. Kattsarvr. I would assume 

The Cuarrman. I say did you know that? 

Mr. Katisarvi. No; of course not. 

The CHairman. You don’t know that ? 

Mr. Karisarvi. No, sir; I do not. 

The CHairman. Then I am right in my summary of your state 
ment. I have no other alternative but to be right if you have not 
taken the time to advise yourself that the tonnage is the large tonnage 
that is possible and avail: able to American-flag vessels, 

Mr. Katisarvi. I appreciate that it is large tonnage. I do not 
know the exact figures, Mr. Chairman. 

The Cuatrman. Where would they get any other tonnage to 
operate with? And what would be the use of sailing unless they had 
cargo ¢ 
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Mr. Kanisarvi. The American merchant marine would have the 
opportunity of carrying United States cargoes outside of government 

f government were precluded to them. 

The Cuarrman. All right, sir. You just simply have not informed 
yourself in the matter of this cargo then, have you / 

Mr. Kanisarvi. Not on the size of it. 

The CnarrMan. Sir? 

Mr. Kauisarvi. Not on the exact figures. 

Che CHatrMAN. [am going to have the questioning in reverse order 
this morning; Lam going to start with Mr. Tumulty. 

Do you have any “questions? 

Mr. Tumutry. Yes, sir. 

On page 3 of your statement, down about the middle of the second 
paragraph, you say: 

We understand that they may see a short-term advantage in a Public Law 480 
transaction, but at the same time a long-term disadvantage to their merchant 

urines in the acceptance of cargo preference. 

The “they” in the sentence refers to the foreign governments? 

Mr. Kanisarvi. Yes, sir. 

Mr. Tumutry. Do I take from this statement that you understand 
the view of foreign governments as not wishing to take a long-term 
disadvantage to their merchant marine in the acceptance of 
preference as set forth in the act under question 4 

Mr. Kauisarvi. We understand—our interpretation of what they 

ave told us is such as I have stated. 

Mr. Tumuury. You go further than that. You say “We under- 
stand their position.” 

Mr. Kanisarvi. That is what I say. 

Mr. Tumutry. So that you are here with an understanding of the 
position of these foreign governments in their reluctance to take a long- 
term disadvantage ot their own merchant marines. 

Mr. Katrsarvi. These particular governments, yes. 

Mr. Tumunry. It is conceded, however, that the proposal that you 
we making is a disadvantage to our merchant marine. Is that not 

rrect ¢ 

Mr. Kauisarvi. No, we would not concede that. 

Mr. Tumurry. To what advantage is it to our merchant marine to 
e put out of business 4 

Mr. Kauisarvi. I do not think that a modification here would 

it our merchant marine out of business. 

Mr. Tumuttry. We were told yesterday that if the Cargo Prefer- 

e Act was repealed that American ships could not compete with 
foreign ships in carrying this cargo. That is correct, is it not? 

Mr. Kanigarvi. I do not remember that exact part of the testi- 

ony, but- 

Mr. Tuwcnry. There is no doubt in your mind about that, is there ? 

Mr. Kanisarvi. I imagine it could compete. I believe it 

ipete. 

Mr. Tumunry. Do you think American shipping could compete 

th the cheaper labor and cheaper construction costs st foreign 

ital in carrying these goods? Is that not admitted | 

t that is not so 4 


cargo 


could 


everyone 


Mr. Kanisarvi. It would be our understanding that a direct subsidy 
ld be of assistance in making it competitive. 
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Mr. Tumcutry. We will dwell on that later. But, without a direct 
subsidy / 

Mr. Kauisarvi. Without a direct subsidy; no. 

Mr. Tumvctry. So then your statement does omit an understanding 
of the position of our own country with respect to its own merchant 
marine ¢ 

Mr. Kanigarvi. Well, as I understood it, we were asked to comment 
upon the oper ations of Public Laws 480 and 664. 

Mr. Tumutty. It is agreed then between you and myself that. 
without a subsidy, a direct “subsidy, the United States merchant marine 
would be at not just a long-term disadvantage but an immediate 
disadvantage ¢ 

Mr. Kauisarvi. Complete agreement. 

Mr. Tumutry. Complete agreement. 

So that the only way your program can proceed, or the only way 
that anyone could consider reasonably the repeal, shall we say, of 
this Cargo Preference Act would-be to couple with its repeal a direct 
subsidy of the American merchant marine / 

Mr. Karisarvi. Yes, sir. 

Mr. Tumuury. Have you made any studies of how much this direct 
subsidy would cost the United States? 

Mr. Katrsarvi. I must turn to our shipping man, Mr. Barringer, 

please. 

Mr. Barrtncer. Mr. Tumulty the State Department does not feel 
that it is a competent agency to engage in technical studies of this 
nature. We look to the Maritime Administration for our facts and 
figures. 

Mr. Tumctty. Have you made any attempt ¢ 

As I understand it, you admit you are incompetent to recommend 
a subsidy. Therefore, any recommendation about a subsidy coming 
from you comes from someone who does not know what they are 
talking about. 

Have we done anything with respect to finding out whether or not 
the suggestion you have made to this committee is at all feasible 
with respect to a direct subsidy ¢ 

Mr. Barrincer. Congressman, our position is based foursquare on 
the position that the President took in signing Public Law 664. 

Mr. Tumvutry. I know your position, but I am only asking you 
have you taken up with any competent authority whether or not 
what you have just suggested to the committee is practical and 
feasible / 

You have made a suggestion. You admit you are incompetent to 
make the suggestion as to its practicality. 

Mr. Barrincer. We understand that the President, sir, at the time 
he signed Public Law 664, requested that a study be m: ne as to whethe 
or not our merchant marine could be better supported by means of : 
direct subsidy. The Department of State has asked for that aabas 
since that time, and we have been unable to receive it, sir. 

Mr. Tumvutry. Who is making the study ? 

Mr. Barrincer. We understand the Department of Commerce was 
requeste d to make that study. 

Mr. Tumutry. The Department of Commerce is making the study / 

Mr. Barrincer. Yes. 

Mr. Tumurry. There has been no result as yet ? 
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Mr. Barrincer. Not to our knowledge. 

Mr. Tumutry. Despite the fact that you do not know whether the 
study has been completed or not, you feel free to come in and propose 
a proposition which at this date you are incompetent to propose ? 

Mr. Barrincer. I did not understand today that we were proposing 
| proposition of this nature, Mr. Tumulty. 

We are merely commenting on the effects of Public Law 664 and the 
operations of transactions under title I of 480. 

Mr. Tumutty. You are commenting upon this act, but you have 

vone further and said that you admit that, without a direct. subsidy, 


the law would injure the American merchant marine. You have 
admitted that. 


Mr. Kanisarvi. Yes. 

Mr. Tumutry. Then you add, you say: 
However, that disadvantage would be overcome because we feel a direct subsidy 
should be made to the merchant marine. 

Then you say: 


But we are not competent to make that suggestion. We have asked someone 
else, but they haven't told us that yet. 

Nothwithstanding that, you make the sugestion. 

Do you think any attention should be paid to your suggestion until 
such competent agency has determined whether or not it is practical 

- feasible or financially wise ¢ 

“ae Kanisarvi. Mr. Congressman, I believe that attention should 
be paid to the extent that the committee desires the Department’s 
views, 

Mr. Tumvutry. Does the Department feel that when it makes a 
suggestion, which it states it is admittedly unprepared to make, that 
it ought to make some effort to implement that suggestion with some 
basis in fact or reason’ Is that not commonsense? Or does all 
foreign policy follow that procedure ? 

Mr. Karasarvi. Ona matter of this sort, which affects more than one 
department, you will have an administration response. And _ ea ch 
agency is competent only within the compass of its own responsibilities. 

Mr. Zetenko. Would the gentleman yield for a moment ? 

Mr. Tumutry. Yes. 

Mr. ZeLenko. That very point was taken up yesterday, I believe, 
when I questioned Mr. Garnett. 

You have just stated that it is an administration proposition which 
s based on the particular departments reporting, or particular depart- 
ments being concerned, issuing reports or giving their stands. 

Mr. Kanisarvi. Yes, sir. 

Mr. ZeLeNKo. What developed here yesterday was this: 

We had a gentleman from the Department of Agriculture who told 
us that he had not in any way conferred with or coordinated or elabo- 
rated on the views of the Department of Commerce. 

Now they had been before us urging that we build more ships, get 
more cargoes in them, and enhance the American merchant marine 
both as to operation and as to labor. 

A gentleman from Agriculture comes in yesterday, and he says, 

“No: we want to help get rid of this agricultural surplus,” and he 
admitted and, of course, you are not bound by this, but I want to 


carry it forward on what took place. He admitted. well. this only 
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helps the Department of Agriculture, but it may hurt the merchant 
marine. 

That is what he said in substance. 

He also said that the instigation behind this whole idea of doing 
away with the 50-50 preference is the desire of certain foreign coun- 
tries to help salvage their merchant marines. 

That was the basis of it, and it was admitted here. 

What I want to know, sir, is this: that when you tell us that it is an 
administration proposition, do you not think that, for our help and 
your own, that these various departments such as Agriculture and 
Commerce, together with yourselves who formulate and activate 
policy, should coordinate each proposition—and this is one of them— 
so that, instead of this committee being at a loss as to what to do in 
order to help you, we get some aid? 

Ido you see what I mean ? 

Mr. Kanisarvi. Yes, sir. 

Mr. Zetenxo. I am giving you what has taken place up to this 
moment. 

You have competition here between the Department of Agriculture 
and the Department of Commerce, each urging diametric, opposite 
views. And then we are told that the whole idea is to salvage the mer- 
chant marine of foreign countries. 

So, when it comes down to it, it has nothing to do with agriculture. 
They want to force us off the seas. Friendly competition. That is 
what it looks like to me. 

Do you not think, sir, that your department should get Agriculture 
and Commerce together 4 

And I say this with no ulterior motive, but just because your de- 
partment is the State Department; you have policy. 

And then let us get a coordinated view. 

We do not want to be in a position of having to resolve conflicts 
between Agriculture and Commerce. 

You people are apparently in the middle, from what I have heard. 

Mr. Karisarvi. We generally are. 

Mr. ZeLenko. You generally are. I see. 

Mr. Kauisarvi. May I respond ? 

Mr. Zetenko. Yes; I would like it because the thought was raised 
when you made your point. 

Mr. Karisarvi. In matters of legislation, where specific legislation 
is before a committee, it is the effort of the administration—whatever 
the administration may be—to tie the views together, and there is cus- 
(omary clearance through the Bureau of the Budget so that an admin- 
istrative point of view is presented. 

On this matter there is no specific legislation before the committee. 
Lherefore, there has been no clearance through the Bureau of the Budg- 
et, no coordination. 

It is our understanding that the committee wanted to examine each 
of the agencies with respect to its experience with the two items un- 
der consideration by the committee. And we are as responsive as we 
can be within the terms of reference. That we are. 

But I think this is a different kind of proposition from the one where 

e testify on specific legislation. 
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Mr. ZeLenkKo. I want you to understand that this was no attempt 
» embarrass you in any way. You evince your own embarrassment 
t this moment, and I apparently have given you the basis for it. 
We have had this apparent conflict between the two de ‘partments, 


nd they have not served you with their stands so that you could in 


ome way coordinate this. 
Mr. Kauisarvi. We do not feel embarrassed about this, that there 
re differences of views within the executive branch. ‘That is not new 
Those views must be coordinated, however, when specific legis- 


it all. 
ition comes up so that Congress will not be presented with the kind of 


point that you made just a moment ago 
When a committee moves into the operation of a law it seems to me 


hen quite appropriate that each agency should speak for itself, as it 
as had the experience. And that is the way we understood the com- 
mittee wanted to operate. 
Mr. ZELEN KO. I have just one more question, sil 
In view of what I heard yesterday, that the basis for the attempt to 
eliminate this provision from the law was the fact that certain of ow 
friendly foreign countries wished to salvage their merchant marines, 
iaybe you can give us an opinion as to whether, with that in mind, 


ou feel that we should further protect our own merchant marine. 
I think there could be no question on that, Mr. 


Mr. IKWAutsArvi. 
But I would like 


Zelenko. 

The United States merchant marine comes first 
o remind you of one thing, that, while we serve the United States first 

tis our responsibility to call to the attention of the executive agenc\ 
the President and other people, as well as to the Congress, the reactions 
broad so that that information can be placed in front of those who 
ive decisions to make, and consideration can be given to it for what- 
they consider it may be worth, and it becomes part of a final de- 
It may mean nothing or it may mean a great deal in terms of 


IstOoNn. ‘ 
evaluation of a committee of this sort. 
Do you feel then, or would you feel satisfied if it were 


Mr. ZELENKO. 

»roved that these reactions abroad were instigated with the idea of 
emoving the competition of the American merchant marine with the 
nerchant marines of these other countries, that then we should aban- 

m any idea of removing this particular law from the books ¢ 

Chat would constitute a very serious problem for 


Mir. KALIsARVI. 
Mr. ZeLtenko. And if proof were presented to you would you then 
dopt the stand that this 50-50 should remain on the books, or, as a 

atter of fact, perhaps even be increased to 100? 
I shall be perfectly honest with you I do not know 


Mr. KALIJARVI. 
iat conclusion we would come to. 
inis Mr. Tumulty ? 


The Cratrman. Have you finished, 
Then I gather from your statement here 


No, sir. 


Mr. Tumutry. 
at the main objection of these forei ‘en governments to this Cargo 
reference Act is, as you say on page 3 of this statement, the long-term 
sadvantage to their merchant marines 
Mr. Karisarvi. That is what we comprehend they feel 
Mr. Tumutty. And you comprehend that because they have told 
not ? 


u that: have they 
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Mr. Kauisarvi. And our people who are dealing with them have 
told us that. 

Mr. Tumutry. And your people are dealing with them as your 
agents ¢ 

Mr. Kanisarvi. Yes. 

Mr. Tumutry. So that the objection which the Governments of the 
United Kingdom, Denmark, Norway and Sweden have made known 
to you is that the Cargo Preference Act is damaging in the long term 
to their merchant marines? 

Mr. Kauisarvi. That is their view. 

Mr. Tumvutry. So that is the real objection then to the cargo-pref- 
erence law of the United States, that its effect is damaging to the mer- 
chant marines of other countries as they tell it to our State Depart- 
ment. 

Mr. Kauisarvi. Mr. Congressman, we are faced with this kind of 
situation: We have on the books Public Law 480 which is in operation 
to secure the sale of commodities. 

Mr. Tumutcry. I understand that. 

Mr. Kanisarvi. And the acceptance—— 

Mr. Tumutry. Without going into that—— 

Mr. Seety-Brown. I was hoping we could hear the witness’ com- 
plete statement. 

Mr. Tumurry. Did you wish to? 

Mr. Srety-Brown. I did not mean to interrupt, but he was making 
a statement. I want him to finish it. 

Mr. Kanisarvi. We have on the books Public Law 480 for the sale 
of commodities under title I. And what we are met with when we 
approach these governments or when a deal is under consideration are 
statements such as: “We are not interested in consummating the deal.” 

It is not a question of whether they impose their views on us or not. 
It is a question of whether the deal can be consummated or not. 

Mr. Tumutry. Need the deal be consummated on their terms ? 

Mr. Kauisarvi. No. 

Mr. Tumutry. Is that not what they are saying to you, in effect ? 

Mr. Kauisarvi. No. 

Mr. Tumutry. Why must you do it at all? 

Mr. Kaxtsarvi. It was our understanding that we should seek to 
deal with everyone we could for the disposal of commodities. 

Mr. Tumvucry. At any rate, the main objection is not on principle, 
as we were told yesterday, but, rather, because the Cargo Preference 
Act is a disadvantage in the long term to the merchant marines of the 
countries which were mentioned—all the maritime nations; is that 
agreed ¢ 

Mr. Kanimarvi. IT would think that the principle is there, isn’t it? 

Mr. Tumutry. You say that the disposal of surpluses abroad can in 
many Istances promote our foreign policy and improve our relations 
with the recipient countries. 

Mr. Kaniarvi. Yes, sir. 

Mr. Tumutry. It did not do much to improve our relations with 
India; did it? 

Mr. Katisarvi. Well, we don’t know. 

Mr. Tumutty. They are neutral against us? 

Mr. Karisarvi. We don’t know. 
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Mr. Tumutry. You don’t know ? 

Mr. Kavisarvi. We don’t know. 

Mr. Tumutry. If you don’t know how can you make that statement ? 
If you don’t know the effect of your own foreign policy how do you 
know then whether it is improving or not or whether it is worthwhile 
or whether this disposal of surpluses will promote it ? 

Mr. Kauisarvi. I meant the conclusion that you drew. I was not 
sure that I could categorically say yes or no. I don’t know whether 
that is so or not. 

The Cuatrrman. Will the gentleman yield to Mr. Dorn? 

Mr. Dorn. I was just going to suggest, Mr. Chairman, that I do 
think it is inadvisable ina . pub ‘lic heari ing to have foreign policy ques- 
tions brought out with reference to our relations with India or rela- 
tions with these other countries. 

The CHairmMan. I do not think he is talking about India at all. 

Mr. Dorn. Yes; if you are following it. 

Mr. Mitzier. Mr. Chairman, I suggest that, in answer to my col- 
eague, the gentleman from the State Department knows what part of 
any testimony he will give that would be embarrassing, and I am 
certain he will tell us if it is going to be embarrassing. Let him be the 
judge of what his answer should be. I am certain he is not going to 
hide behind secrecy. If anything comes up that is top secret that is 
something else. 

The CHairman. If the witness has some question he desires not to 
answer he may say so. But I thought you were talking about the 
ventleman’s prime statement. 

Mr. Tumctry. I am talking about the gentleman’s statement, which 
says, On page 3: 

Furthermore, the disposal of surpluses abroad can in many instances promote 
our foreign policy and improve our relations with the recipient countries. 

That is what he issaying. I have a right to find out if it did or not. 

The Carman. I think it is a fair question. 

Mr. Tumvury. I assume that the foreign policy of our Government 
s somewhat conducted in the open. I did not know that we had gone 
to secret diplomacy so we could not discuss that. Never mind. I do 

ot want to pursue it any further. 

All I can say is that India and Yugoslavia and most of the countries 
we have been giving aid and comfort to have never supported us in any 
policy abroad. They have openly stated that they are neutral, and it 
seems to me a waste of time and money and perh: aps even precarious to 
the Nation to support dubious friends. 

Mr. Karisarvi. May I say that I was trying to be responsive to 
Representative Tumulty’s question. The fact is we have no deal with 
India, no agricultural commodity deal with India. Sothat my answer 
could very simply have been, in the beginning, that there was no deal. 
ut what I was trying to do was to meet you halfway on this thing and 
be as responsive as I could. 

Mr. Tumutry. I am not finding fault with you on that. 

Mr. Dorn. I was not finding fault. I was merely asking the chair- 
ian a question, hoping that we would not put on the record something 
that could possibly be embarrassing to us as a nation. 

Mr. Tumutry. All I can say is that other people are not so con- 


cerned with the feelings of the United States as we seem to be con- 
cerned, 
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The Carman. Let the Chair and the witness decide those kinds 
of problems when they arise. I want to assure the witness that he 
will be protected by the Chair should he not desire to answer any 
questions that might interfere with the program of the State Depart- 
ment. 

Mr. Tumutry. I have no further questions. 

The Cuarrman. Mr. Pelly? 

Mr. Petxy. In the main, this program is to dispose of our surplus 
agricultural commodities, is it not, and it is not a foreign policy 
program ¢ 

Mr. Kanisarvi. Public Law 480; yes. But in disposal of them, the 
places where you are disposing of them are abroad. And, so, in- 
evitably, you run into foreign policy. 

Mr. Pexiy. Basically we are in a world market. We are in com- 
petition with other nations. We are making very favorable deals, 
we think. But it is not a program to carry out for eign policy as much 
as it is to get rid of an oversupply of our own agricultural com- 
modities, as far as the intent of Congress is cone ‘erned. 

Mr. Kauisarvi. Again I must repeat what I said. 

Mr. Mintzer. Just a minute, Mr. Chairman. I wonder if the wit- 
ness, instead of speaking to an individual at the end of the table, would 
more or less speak out. We cannot hear him on this side at all. 

Mr. Kaniarvi. I am sorry. 

Mr. Miuyurer. He turns his head. 

Mr. Kauisarvi. I will do the best I can. 

Mr. Petty. Would you like him to repeat the answer he gave ? 

Mr. Mutier. Yes; I would. 

The CuatrMan. Let the reporter read back what he said. 

(The record was read by the reporter.) 

Mr. Kauisarvi. May I add one other matter, or another thought to 
the response. 

Section 2 of the act says: 

It is hereby declared to be the policy of Congress to expand international trade 
among the United States and friendly nations, to facilitate the convertibility of 
currency, to promote the economic stability of American agriculture and the 
national welfare, to make maximum efficient use of surplus agricultural com- 
modities in furtherance of the foreign policy of the United States. 

Mr. Petry. Yesterday when Mr. Garnett was replying to my ques- 
tion as to whether this program has been a success from the commodity 
credit viewpoint, he stated that it had been successful. 

Mr. Kauisarvi. Yes, I remember that. 

Mr. Petty. Would you consider that, as far as our foreign policy is 
concerned, it has been successful ? 

Mr. Kanisarvi. I think it has. And I might indicate that as ex- 
amples of places where this has been distinctly helpful to us are 
Palestine, Chile, Pakistan. There are three countries. 

Mr. Petuy. The point that I bring out, however, is that with a 
50-50 cargo preference clause in this act, we have now a statement on 
the record that the program is successful as far as the disposal of 
surplus commodities are concerned: it is suecessful as far as foreign 
policy is concerned; and I now raise the point with you as to whether 
= not, if this clause were stricken, it would in any way affect the pro- 
gram other than maybe through 3 countries possibly it would expand 
the program a little bit, it would have no great effect on the program. 
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Mr. Kauisarvi. I would think so, yes. 

Mr. Petty. A very modest amount of the overall surplus commodi- 
ties or sales of them would be affected. 

Mr. Kauisarvi. May I point out, Mr. Congressman, that our state- 
nent to the committee was deliberately moderate; that it has been 
our experience that only within a limited compass has there been any 
nhibiting effect. 

But, within that limiting compass, it is preventing the consumma- 
tion of some agreements. 

Mr. Peuiy. I will accept that. And I think that in any sales pro- 
cram you ever have certain salesmen will come back and say, “Remove 
certain restrictions and I will sell more goods.” They would like you 
to cut the price. They would like you to maybe de liver in somebody 
else’s trucks instead of in your own, if you are in merchandising and 
<0 forth. 

[ think, by and large, it is agreed this has been a good program. 

The thing that struck me has been that in our historic markets 
that we have in the world we owe a great deal to the fact that we 
have had American ships sitting in conference with others to preserve 
ertain rates so that our exporters do not lose out when it comes to 
negotiations through freight rates and the like. 

And I think it is important, from our foreign-policy standpoint, 

) preserve our American merchant marine. And I think it is recog- 
si 

Mr. Kauisarvi. There is not the slightest difference in our view. 

Mr. Petry. I have had flour-milling people tell me that when they 
used to sell in the Philippines on the basis of freight rates they have 
lost out to our foreign competitors, and that has hurt our farmers. 

Mr. Miuter. I think the gentleman has made quite a contribution, 
and I would just like to get into the record again that this modest 
amount that we have failed in represents just slightly over 5 percent 
of the total. 

We are talking about a $769 million program. 

Taking the approximately $40 million worth of surpluses that these 
three nations have failed in—and it wasn’t that much, according to 
the Department of Agriculture—it represents about 5 percent. 

And I am certain the gentleman has had experience in merchandis- 
ing, that if your salesmen could sell 95 percent of the people they 
called on they thought they did a pretty good job. 

Is that not correct ? 

Mr. Petiy. I thought so. 

And I would say that, to me, the talk of elimin: ating this particular 
preference clause has all the elements of a Pandora’s box. You open 
t up and the very people that are advocating it may find that it would 
hurt them very greatly. 

That is why I said yesterday I put in a bill to provide that it should 
be 100 percent that should go in American bottoms because I thought 
f you were going to consider eliminating it we should look at the 
other side, too. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Zelenko? 

Mr. ZELENKO. On page 3, Mr. Secretary, you said: 

It is, of course, difficult to make an accurate estimate of the effect of the 


+50 provisions on the disposal program thus far, and it is more difficult to 
forecast the potential effect in the future. 
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And you go on to say that these three countries object on principle. 
Now what was the principle that was the basis of their objection? 
Mr. Kaxisarvi. I have stated it in the previous paragraph. 

Mr. ZeLtenko. When you say on principle do you mean that they 
cannot dispose of the goods or they just don’t like the law? 

Mr. Karisarvi. I think they feel they can’t enter into an agree- 
ment of this sort without feeling that they are compromising their 
position in the world, and compromising the position of their mer- 
chant marine upon whom they must depend substantially for earnings. 
In some instances, such as the United Kingdom, for example, those 
earnings are in the form of dollars, used for the purchase of goods 
here in the United States. 

Ina very difficult balance of payments situation, it leaves them in a 
real quandary. 

Mr. Zevenko. Then I think we are in agreement, are we not, after 
what you have just said, that the basis for these complaints is that 
the merchant marines of these other countries would be compromised 
Their merchant marines would be hurt. That is the basis for it. It 
is not so much the disposal of the products themselves but that their 
merchant marines would be hurt. 

Mr. Kanisarvi. I think that is true. 

Mr. ZELENKO. I listened with interest to your reading of the statute 
itself, about expansion of trade. 

Do you believe that trade should be expanded with a resultant loss 
in the effectiveness of our merchant marine? 

Mr. Kauisarvt. I do not think that is our purpose. 

Mr. ZeLenko. Of course not, sir. 

Mr. Tumuttry. Will the gentleman yield? 

Mr. ZELENKO. Yes. 

Mr. Tumutry. The position you are taking today is identical in all 
respects with the position taken by the maritime nations—the same 
argument they would present if they were here. Is that correct? I 
mean the objecting maritime nations, the United Kingdom, Norway, 
Denmark, and Sweden. 

The position you take today is the position they are taking with 
you. 

Mr. Karisarvi. The position we are taking today is that certain 
agreements could have been consummated in the disposal of surplus 
agricultural commodities abroad had there been no 50-50 shipping 
clause. 

Mr. Tumutty. The same position taken by the United Kingdom, 
Norway, Denmark, and Sweden, is it not ? 

You are, in effect, telling us what they would tell us if they could 
tell us directly. 

Mr. KauisArvi. Mr. Congressman, our position here is that they 
have said they are not interested in the deal with us on this basis. 

Mr. Tumvtry. You have stated that: 

As the committee knows, certain European countries are vitally dependent on 
the operations of their merchant marines for a significant proportion of their 
foreign exchange earnings. 

Mr. Kauisarvt. That is right. 

Mr. Tumutty. That is the principle they are protesting about: i 
it not ? 

Mr. Kaniarvi. That is right. 








OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 145 


Mr. Tumutry. That is their argument. 

Mr. Kaxisarvi. They are simply not interested. 

Mr. Tumutry. You have stated here there was an argument over 
principle; didn’t you? 

Mr. Kauisarvi. Yes. 

Mr. Tumutry. The principle is enunciated in the paragraph I just 
read to you. 

Mr. Kauisarvi. What we are doing is trying to interpret the kind 
of responses we get from them. 

Mr. Tumutry. Answer the question. 

Is not the principle which you have stated they are arguing about 
the principle they have told you they are standing on, set forth in 
page 3 of your statement? Isn't it? 

Mr. Kauisarvi. That is right. 

Mr. Tumutry. That is their argument; isn’t it / 

Mr. Kanisarvi. That is right. 

Mr. Tumutry. So you are giving us their argument. 

Mr. Kauisarvi. That is right. 

Mr. Tumvtry. That is all I wanted to find out. 

Mr. ZeLtenko. How does our Government feel about it? Do you 
agree with their argument, that they are correct ‘ 

Mr. Kauisarvi. Well, I don’t know, Mr. Chairman. We did not 
appear, I thought, to answer that question. I thought we were here 
to discuss the effect of two laws, 664 and Public Law 480. 

Mr. Zetenxo. Yes; I think we are. But we are interested in the 
State Department’s views on those laws. 

You have told Congressman Tumulty that what you have been ad- 
vocating here is the same position taken by the United Kingdom. 
Norway, and Denmark, sir. 

Is that the position of the State Department on this subject, or does 
it have its own individual position ? 

Mr. Kaxisarvi. We have stated our position. It is that we have to 
deal not only with these countries on Public Law 480 but we have to 
deal with them in the whole context of restrictions on shipping opera- 
; tions. These are the difficulties that we have, again, of being in the 
middle, of trying to remove restrictions and assisting our own mer- 
chant marine. 

Mr. Tumutry. Would the gentleman yield ? 

Then you are faced with a “conflict of their merchant marine and 
our merchant marine, and you are now taking the position to the best 
interests of their merchant marine. 

Mr. Kauisarvi. Oh, no. 

Mr. Tumutry. That is what you said. 

Mr. KauisArvi. Oh, no. 

Mr. ZeLenKo. You do not have any individual position other than 
the position urged by these three countries; do you / 

Mr. Karasarvr. W hy, of course, we have a position. It is not the 
position of these countries at all. 

We have stated that this particular operation is one which has 
prevented the movement of some of the commodities. 

— ZELENKO. I appreciate the difficulties. What I am interested 

1, Sir, is this: 

"Do you advocate the same position here as taken by these three 
countries, the United Kingdom, Norway, and Denm: irk? 
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Mr. Kanisarvi. We advocate, as far as our Department views are 
concerned at the present moment, the removal of the 50-50 restric- 
tion as it applies to Public Law 480. 

Mr. Zetenko. And that is the same position taken by the United 
Kingdom, Norway, and Denmark, isn't it ¢ 

Mr. Karisarvi. Yes. 

Mr. ZeLenxko. You agree? 

Mr. Karisarvi. Yes. 

Mr. ZeLenxko. With their position. 

And, as Mr. Tumulty put it, if they were here they would testify 
the same way? That would be their position ? 

Mr. Karisarvi. That is— 

Mr. Tumutry. Would the gentleman yield? 

And that position which you have taken, according to your own 
statement, involves detriment to our own merchant marine unless 
we get a direct subsidy of our Government. 

Mr. Kauisarvi. That is right. 

Mr. Tumutry. And that position is also arguing against the long 
term disadvantage to the merchant marines of the United Kingdom. 
Norway, and Sweden, according to your own statement ? 

Mr. Kauisarvt. No, I don’t think so. 

Mr. Tumutty. You just said so. 

Mr. Kauisarvi. That is their view. 

Mr. Tumutry. And you are representing their view ? 

Mr. Kauisarvi. I am presenting their view as we understand it. 

Mr. Tumutry. Exactly; and you agree with them? 

Mr. Kauisarvi. No; I don't. 

Mr. Tumutry. You don’t agree with their view ? 

Mr. Kauisarvi. Not nec essarily. 

Mr. ZeLENKO. What is your disagreement with their view ? 

Mr. Karisarvi. We have not 

The Cuatrman. Which question is the witness going to answer? 

Mr. ZeELENKO. Mr. Tumulty yielded to me. 

What is your disagreement with their view if you say you do not 
represent their view ! 

Mr. Kavsarvi. I did not say there was a disagreement. I did not 
say there was an agreement. 

Mr. ZeELENKO. What is there, sir? 

Mr. Kauisarvr. I say I did not necessarily agree with this view. 

Mr. ZELENKO. Sir, please. I confess that I am not up on State 
Department language. If you do not agree with it do you agree with 
it? You say you don’t necessarily agree. Does that mean you 
disagree ? 

I want a simple answer to simple questions, sir. 

Mr. Kauisarvi. I do not know, in answer to your question here, how 
to assess what the long-term interests of the United Kingdem mer 
chant marine may be or the long-term interests of the Norwegian ©: 
the Danish merchant marines may be. 

Mr. Zecenko. I understand that, sir. But let me get down to this. 
and I will be through in a moment. 

You have just told us that your statement is representative of 
what these three countries want. That is they want this law out. 

Mr. Katisarvi. It happens to coincide with it. 

Mr. Zetenko. It happens to coincide. 
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Mr. Kanisarvi. Yes; it does. 

Mr. ZeLENKo. Was you opinion arrived at independently or in con- 
ference with these three countries? Do you know? 

Mr. Kaxisarvi. I don’t think I accept the implication in your 
question. 

Mr. ZeLENKO. I say this, sir, that early this morning, from what I 
vathered, you people were not too familiar with this situation, and 
yet you come up here and say that “This is our opinion.” What do 
you base it on ? 

Mr. Kanisrvi. The only thing that I understood that I was not 
familiar with was the exact quantity of goods that are being carried 
under the aid program. 

Mr. ZELENKo. You said there were certain implications as to a con- 
ference. I had nothing ulterior in mind except to find out whether 
you had a basis to form your opinion. 

What implications, sir, were you talking about ¢ 

Mr. Kaxisarvi. The implications that we had, in concert with for- 
eign nations, achieved a point of view which I was now expressing 
before the Congress. 

Mr. Zevenko. Is that a bad implication? Don’t we achieve many 
of our activities and policies as a result of being in concert with for- 
eign nations ¢ 

Mr. Karisarvi. Not in matters that concern domestic affairs, cer- 
tainly not. 

Mr. ZeLenKo. Is this a domestic affair in your opinion ? 

Mr. Kaniarvi. I think so, yes. 

Mr. ZeLenko. The shipping of cargo from the United States to 
other foreign countries and back, in your opinion, is domestic affairs ¢ 

Mr. Karisarvi. The amount of subsidy, the amount of assistance 
that is given to the merchant marine is domestic. 

Mr. ZeLeNKo. Isn’t that directly related to interstate and foreign 
ommerce, the amount of money we pay ¢ 

Mr. Karisarvr. Oh, ves. 

Mr. ZetenKo. What in your opinion makes it domestic affair? 

Mr. Kauisarvi. The fact that it is a matter of assistance to our own 
leet and to our own merchant marine. 

Mr. ZeLteENKo. What is that ? 

Mr. Kauisarvi. I say the fact that it is a matter of assistance to our 
wn merchant fleet and our own merchant marine. 

Mr. ZELENKo. You mean if we pay the money to them here, even 
though they are engaged in world commerce, that makes it a domestic 
iffair ? 

Mr. Kanisarvi. It has an implication abroad. 

Mr. ZeLeNKoO. Isn't it directly connected with our world commerce, 
the fact that we pay subsidies ¢ 

Mr. Kauisarvi. Yes, it is. 

Mr. ZeELENKo. Then it is no longer a domestic affair, is it / 

Mr. Kauisarvi. From the standpoint of our contributions and what 

wr Government does with its merchant marine certainly that is a 
inatter for its decision. 

Mr. ZetENKo. When you say its decision, let’s get back to this. 
Do you still maintain that is a domestic affair that we are talking 

bout here? 
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Mr. Kauisarvi. It is a domestic affair, a domestic decision—— 

Mr. Zevenxo. If it is a domestic decision, tell us what business 
the United Kingdom, Norway and Denmark have with it, if it is 
a domestic affair. 

Mr. Kauisarvi. They are on the other end. 

Mr. ZeLenKo. Have they any right to mix in our domestic affairs? 

Mr. Kanisarvi. On another side the question is whether they are 
going to enter into a deal with us for agricultural commodities. And 
they have said they are not interested, and they have given as their 
reason the fact that they would have to concede or yield on the 50-50 
shipping provision. 

Mr. ZeLenKo. Let me ask you this, sir: 

If this is a domestic affair—and I will take, for the purpose of 
these questions, that you say it is a domestic affair—do you agree 
that the United Kingdom, Denmark and Norway have no business 
in this proposition at all? That is if it is a domestic affair. 

Mr. Karisarvi. On the matter of what we pay to our merchant 
marine and what we do with our merchant marme, I would think 
that that was a matter of United States decision and United States 
decision alone. 

Mr. Zetenkxo. How then do you reconcile the fact that you say 
it affects our dealings with foreign countries and that we should go 
along with their views, if it is strictly a domestic affair? 

Mr. Kauisarvi. The impact of the kind of provision that is involved 
here is such as to defeat another kind of operation which we are 
carrying on abroad. 

Mr. Zetenxo. Then doesn’t the payment of all subsidies have an 
impact on what goes on abroad ? 

Mr. Kaursarvt. Oh, yes, it does. 

Mr. Zetenxo. Then why did you tell me that that was strictly a 
domestic affair if it has an impact on what goes on abroad 2 

Mr. Sueenan. We are in the realm of opinion. 

I object to this line of questioning. 

Mr. Zetenko. I have no further questions. 

The Cuatrman. The Chair would like to let each member ask 
such questions as he chooses to ask that are pertinent to the subject. 
And T do thing the line of questioning is pertinent to the subject. 

The witness can from time to time just say he doesn’t have any 
opinion about the matter. As I have said be fore, I will protect the 
witness to see that he is aoe abused. 

But I must say that I do not see anything wrong in asking the 
witness whether this is a domestic affair and whether or not someone 
else has a prerogative or should be listened to in dealing with our 
domestic affairs. 

I understand, and, of course, we all understand this matter does 
have two sides to it. It does involve what is endeavored to be accom- 
plished on one side, but it does come back to a domestic matter. 

Had you finished ? 

Mr. Zetenxo. Iam through with my questions. 

The Cuarrman. Mr. Dorn? 

Mr. Zetenko. Would the chairman excuse me? I have a hearing 
with another committee. 

The CHarrman. Yes. 
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Mr. Dorn. I am interested in what your opinion might be if this 
program, instead of being 50-50, was, let us say, 75 percent American 
bottoms and 25 percent foreign bottoms, or 100 percent in American 
bottoms and zero in foreign bottoms. 

Do you have any opinion on that! 

Mr. Kauisarvi. I think the principle would be the same, Congress- 
man. I think the problems and the difficulties which we have would 
be greater. 

Mr. Dorn. Would they be increased to any substantial degree ? 

Mr. Kauisarvi. I think the kind of regulations, legislation, and so 
on adopted abroad and entered into in terms of agreements between 
different countries with respect to merchant marines would tend to 
follow the same kind of program that we have adopted. That was 
our experience after the adoption of the 50-50 legislation. 

I realize the difficulties of this committee and the problem that it 
has before it. And I also realize the concern which is raised with 
respect to the last line of questioning. These are fundamental and 
basic problems, and I respect the committee’s concern with them. 

However, we also have this question of negotiating abroad, trying 
to remove the restrictions from trade that arise as a result of a series 
of bilateral agreements and legislation entered into that is to the dis- 
advantage of our merchant marine. And the justification the at is used 
for that is the justification of “Well, you did this thing first” or “You 
have entered into this program. 

Naturally we have a great concern about it, too. And, as I say, we 
anticipate that, if that kind of legislation were adopted, it would be 
along the same principle already being followed, but our problem 
would be intensified and we would expect even greater restrictions 
abroad. 

Mr. Dorn. What restrictions have these nations put on our com- 
merce as a result of this? 

Mr. Karrsarvi. May I ask Mr. Barringer to answer that question, 
because we made a tabulation before coming up here since we felt this 
Was an intrinsic part of this problem. 

Mr. Barrincer. Mr. Chairman——. 

The CrarMman. Did you give the names of all of these witnesses 

Mr. Kauisarvi. Yes, I did. 

The CHatrmMan,. All right, proceed. 

Mr. Barrincer. Mr. Chairman, in order to point out the fact that 
a great many other nations are trying to build up or foster their own 
merchant marines by discriminatory practices which are to the overall 
detriment of the United States merchant marine, we have complied a 
list of bilateral agreements which provide for a 50-50 division of com- 
mercial cargo bet ween approximately 35 pairs of nations. 

In addition to that there are three South American nations who 
have legislation now pending in their parliaments which previde for 50 
percent of all commercial cargoes to be carried in their own merchant 
marine. 

All of these instances, or a great many of these instances have been 
justified by the fact that the United States has pursued similar 
policies. 

The Cramman. Let me interrupt you there. 

In pointing that out, do any of these nations have such a program as 
this program ? 
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Mr. Barringer. No. 

The CuHatrman. This is not a permanent program, you under- 
stand, and this is a program that is for the benefit of someone else. 

Are any of these nations giving away anything or selling anything 
at any such fabulous terms as this? 

Mr. Barringer. No, sir. 

The Cuarrman. All right, sir. 

Mr. Barrincer. The Department of State, in attempting to reduce 
this kind of discriminatory legislation, agreements, and practices, 
points out constantly through its overseas missions that there should 
be no comparison between 0-50 as applied to aid cargoes and the 
policies pursued by these countries of applying the same concept to 
commercial cargoes. 

The Cuairman. I want to ask you one more question, and then | 
will not interrupt you. 

Do you point out to them that we had all the ships on the high seas at 
one time, and we made it possible for them to rehabilitate their mer- 
chant fleets by a liberal sales act, and, in fact, in some instances, we 
gave them ships‘ Do you point that out to them / 

Mr. Barringer. Yes, sir. 

The Cuatrrman. Do they appreciate that to any extent / 

Mr. Barrrncer. I think many of them do; I think some of them 
do not, sir. 

The Cuatrman. I do not know whether they do or not. You are 
close to them. I want to find out whether they even thought of that 
or appreciated it any at all. 

When Britain was just about gasping this committee passed legisla- 
tion to let them have a lot of ships, if you recall that incident. 

Mr. Barrincer. Yes, sir. 

The Carman. I wonder if they think about that at all. 

Mr. Barrincer. I believe they must, sir. 

Mr. Mitzer. Mr. Dorn, I wonder if you would have the gentleman 
read that. 

The CHarrMan. I interrupted him. 

Mr. Dorn. I would like to have it read and put in the record. 

Mr. Miter. Have it read and put in the record. 

Mr. Dorn. I would ask, to comply with Mr. Miller’s suggestion. 
that you read it so we know what these restrictions are. 

Mr. Mititer. What these nations have done. 

Mr. Dorn. And the dates that these restrictions have been put into 
effect, and between what nations. 

Mr. Barrincer. Mr. Chairman, the following countries are now 
considering legislation providing for 50 percent of all commercial 
cargoes to be carried in their own vessels: 

First is Chile. A bill with their Government's support is pending 
in the Chilean Legislature to require 50 percent of all Chilean export 
and import cargo to be on Chilean vessels. It was approved by the 
Chamber of Deputies on August 16, 1955, and forwarded to their 
Senate. 

In the case of Peru a similar bill was introduced in the Peru Cham- 
ber of Deputies on March 7, 1955, providing that 50 percent of all 
Peruvian exports be carried in Peruvian vessels. 
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In the case of Brazill a similar bill was introduced in the Brazilian 
Chamber of Deputies on March 19, 1955, providing that 50 percent 
of their exports and imports be carried in Brazilian vessels. 

In the case of India, no legislation is introduced or pending. But 
the Federation of Indian Chambers of Commerce and the All-India 
Manufacturers Organization have engaged in a program urging their 
(rovernment to require that 50 percent of all exports and imports move 

| Indian vessels. 

X “Phaa are, as stated previously, some 35 bilateral agreements between 
pairs of nations providing that there be a division of 50 percent of all 
ommercial cargoes in transactions between those pairs of nations. I 
will read that list if you wish, sir. 

Mr. Dorn. Yes, that is what we want. 

Mr. Mitier. Yes. 

The Cuarrman. Did Brazil consummate the transaction, the bill 
that we passed here, permitting them to buy three small ships under 

ertain conditions ¢ 

Mr. Barrincer. I do not know the answer. 

The Cuatrman. The provisions were left to the State Department to 
ee that the State Department saw that Brazil conformed with these 
things. 

Mr. Karisarvi. We do not have the answer, but we would like to 
supply it for the record, Mr. Chairman. 

The Cuatrman,. I imagine you remember that we, just a short time 
co, did them a great favor by letting them have three small vessels. 

Mr. Barrtxeer. I do not know whether that transaction has bee 
onusummated, 

The CuarrMan. It was at a very reasonable price. 

Mr. Kattsarvi. May we supply it for the record / 

The Cuatrman. If the transaction has not been consummated up 

»now I would like to know at once. 

The information is as follows:) 

The Government of Brazil has not taken advantage of the opportunity offered 
t under Public Law 496 to purchase up to 12 C-1-MAV-1 type vessels for its 

oastwise shipping. The authority authorizing this sale expires July 15, 1956, 

t up to this time the proposed transaction has not been completed. 

Mr. Barrincer. Among the bilateral agreements, Mr. Chairman, 
\rgentina has such agreements with Chile, Brazil, Colombia, Spain, 
lialy, and Peru. 

Chile has an agreement with Peru. 

Kgypt has agreements with Ceylon, Pakistan, Spain, India, Indo- 
esia, and Turkey. 

Hungary has agreements with Argentina and India; Poland with 
Argentina’ and Brazil; Spain with Ey gypt, Pakistan, Brazil, and Ar- 
gentina; Uruguay with Brazil and Colombia; Brazil with Spain, 
Chile, Poland, Yugoslavia, and Uruguay; Colombia with Uruguay. 

India with Hungary, Turkey, Yugoslavia, Czechoslovakia, Rou- 
liania, and Iran; Peru with Argentina and Chile; Rumania with Ar- 
ventina and India; Turkey with India and E gvpt; Yugoslavia with 

\rgentina, India, and Brazil. 

lhat completes the list. 

Mr. Dorn. But you don’t mention the dates of any of these agree- 

ts 
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Mr. Barrincer. I do not have those with me at the moment, si 
They have all occur a within the last few years. 

Mr. Dorn. I want to point out that none of these agreements is 
between any of the nations that you have mentioned as protesting our 
policy. 

Mr. Barrincer. I think, Mr. Chairman, that that obviously follows. 
Those nations that are protesting our policy as it applies tu the title 
[ transactions of Public Law 480 are the ones that are most fearful of 
this concept being accepted throughout the world. And it is on that 
basis, it is because of a fear that this concept will be spread among 
maritime nations, that they do not wish to adhere to the concept. 

Mr. Dorn. Yes. But it will be spread perhaps to the detriment of 
Sweden, Norway, England, and Denmark, and to the betterment per- 
haps of these other nations, and perhaps also to the betterment of the 
United States of America. 

it seems to me that there are certainly a greater number of nations 
on the side of these bilateral pacts and the 50-50 program than on the 
side of opposition to our small 50-50 program in a totally different 
type of light. 

Do you not think that should be taken into consideration ? 

Mr. Barrrncer. I think it is. 

As I stated earlier, Congressman Dorn, the State Department, at the 
urging of our shipping industry and of the Congress, is constantly 
engaged in trying to reduce this type of discrimination, injurious to 
our merchant marine. 

Mr. Dorn. Why not encourage this type of discrimination. It 
would help the United States merchant marine if we put in a total 
50-50 program. Let it be. Let each nation have its own 50-50 pro- 
gram. Then we would have a very fine merchant marine. 

The Cuarrman. The gentleman might point out, Mr. Dorn, if you 
would yield to me, that we only carry now 24 percent even with the 
50-50. 

Mr. Dorn. I just think that your arguments here today, sir, would 
be for us to pass a bill to have everything carried, or at least 50 percent 
carried in American bottoms of all imports and exports, along with 
Brazil and these other countries that you tell us are contemplating it, 
and that these restrictions perhaps would be excellent for the United 
States. Do you not think it would be very encouraging to the United 
States merchant marine if such a provision were passed ¢ 

Mr. Barrincer. It is my understanding, sir, that the privately 
owned shipping companies of the United States have consistently op- 
posed the application of this principle to commercial cargoes. 

Mr. Dorn. As to this 50-50 program, as enunciated in the act that 
we are discussing now, would you say they are opposed to that ? 

Mr. Barrincer. I understand that recently they took such a posi- 
tion, sir. 

Mr. Dorn. This is interesting. 

Do you say that the shipping companies of the United States are 
now opposed to the 50-50 program as provided in the act we are 
discussing ¢ 

Mr. Barrincer. No. I did not make the distinction perhaps clear 
enough, sir. 
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I mean the application of the concept to purely commercial cargoes. 

Mr. Dorn. But they are in favor of the 50-50 program we are : dis- 
cussing now 4 

Mr. Barrincer. So I understand, sir. 

Mr. Casey. That really was not responsive to Mr. Dorn’s question, 
however. He asked you whether or not you thought that if we pro- 
vided for 50 percent of the carriage of exports and imports com- 
mercial in American bottoms would it not be very beneficial to the 
American merchant marine. The fact that the shipping companies 
themselves may have taken a conservative position on this thing is 
not the sole answer to this question. 

Mr. Barrincer. I must say, Mr. Casey, that I have not tried to 
establish as profound a policy as this would be. And I do not feel 
that I should attempt to speculate what the answer would be. 

Mr. Casry. I guess you mean analyze and not establish. I realize 
you would not establish it. I mean to analyze it. 

’ Mr. Dorn. We have gotten off on a different line of questioning 
than I had intended to ask. 

I started off to discuss what would be the effect of a hundred percent 
policy rather than a 50-50 policy in this bill. 

Would we have sold just as much merchandise and farm products 
if the policy, instead of being 50-50, had been 100 percent-zero? 

Mr. Barringer. I cannot answer that obviously, Mr. Congressman, 
specifically, because it is in the realm of speculation; but it seems to 
me that, if you increase the size of the obstacle, it might have im- 
paired even more of these transactions. 

Mr. Dorn. But not substantially. 

Mr. Barrincer. The ones that have been impaired to date have been 
shown to be not a very substantial amount. 

Mr. Dorn. Because, as a result, frankly, of the testimony that has 
gone on in these last few days, 1 am joining with Mr. Pelly in agree- 
ing that I think it should be a policy of 100 percent-zero rather than 
50-50. 

I would like to hear any other reasons why it should not be in- 
ceased to 100 aaah -zero, other than the reasons that you have set 
forth here in your statement, as against the 50-50. 

Mr. Petty. The gentleman mentioned my name. 

Could I say that I do not necessarily advocate 100 percent. I 
think it wah to be investigated. If you are going to investigate 
elimination, you should go up the scale as well as down. 

Mr. Dorn. Are there any reasons, along the line of that investiga- 
tion, why it should not be 100 percent zero as against 50-50? 

Mr. Barrincer. If we carried that thought, C ongressman Dorn, to 
its possible conclusion, it would seem that every nation in the world 
might have similar legislation, similar policy. 

Mr. Dorn. This is only on our giveaway program as embraced 1 
this bill that we have now. 

Mr. Barringer. As to the effects on title I which we are discussing, I 
think it probably would create some more impediments. 

Mr. Dorn. What are the nations? 

_ Mr. Barringer. I don’t think we could know. until we tried to enter 
into an agreement on them, sir. 

Mr. Dorn. That is all. 

The CHairmMan. Are there any further questions / 
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Mr. Dorn. No. 

The CHarrmMan. Mr. Miller? 

Mr. Miter. You stated, I believe, and read the objectives of Public 
Law 480. 

Am I correct that the disposal of surplus agricultural products is 
one of the objectives of the law but not the major objective of the 
law ? 

Mr. Kauisarvi. Of Public Law 480? 

Well, I undersiood that it is one of the many purposes stated in the 
preamble. I believe that the strong motivating force for the legisla- 
tion originally was for the disposal of surplus commodities. 

Mr. Mitxer. In other words, that motivating force was the one in 
Congress that, in your judgment, was responsible, highly responsible 
for the passage of the legisl: ation / 

Mr. Katisarvi. I think not only in Congress, but the whole Govern 
ment. 

Mr. Miniter. That is your conclusion in this case, your opinion in 
this case. 

Mr. Kauisarvr. Of Public Law 480. 

Mr. Mitver. I have called for a conclusion instead of an opinion. 
I hope you will excuse it. 

There are other factors to be considered in the administration of the 
law / 

Mr. Kanisarvr. Correct. 

Mr. Miutiter. One of them is the stimulation of the American mer 
chant marine through other legislation. 

Mr. Kanisarvi. That is not specified in the legislation. 

Mr. Miter. But in legislation supplementary to it, it is specified: 
in the 50-50 law: is it not? That becomes part of the whole package 
it it is the will of Congress again / 

Mr. Kanisarvi. Yes. I don’t believe that these are compartmental- 
ized. 

Mr. Mitier. If we subsidize, and again I have to call for your opin- 
ions and conclusions as experts in this field, the American tramp fleet, 
the one which is at issue here a good deal, and put them ma positio 
where they could compete with the ships of the maritime nations are 
protesting this law, so they could compete in the market place in 
chartering ships, and bid under those circumstances where we were 
supplying the subsidy, would the shipping interests in the United 
Kingdom and Norway and Denmark accept that in better grace than 
they accept the 50-50 law / 

Mr. Kanisarvi. L cannot speak for the shipping interests of 
of the countries. 

Mr. Minter. {appreciate that, but I have always felt that vou people 
have to act as our guides. 

Mr. Kanisarvi. May I consult for just a moment ? 

Well, Iam sure they would not like it. 

Mr. Mrinuer. Sir? 

Mr. Kaus ats I am sure they would not like it. That is obvious. 
but I think the complications would be less in that than they would 
be in the app lication of the cargo prefer ‘ence. 

Mr. Mitier. Why would the vy be less? We might be in a positio) 
to take much more of their cargo 1f we went to a subsidy of tramp 
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shipping and incidental shipping. We would be in the market place, 
and with our efficiency we would not have to reduce it very much. 

Would we not be able to be a big factor where we are incidental 
ow’ There are no American tramp ships. 

Mr. Kanisarvi. It is my understanding that we have always stood 
os competitive operation in shipping, and | would not find too great 

ificulty with your proposal if the tramps were made competitive on 

direct subsidy basis. 

Mr. Minier. Then you think that, if you were sitting down at a 
table opposite these people and trying to give or to sell them goods 
under very favorable conditions, and they knew that their ships had 
to compete with ours for that cargo, it would remove a lot of the pres- 
sures that are now present on account of the — of the law 

quiring that 50 percent of the cargo be carried in American ships. 

Mr. Kartarvi. I think so. 

Mr. Minrter. What is the basis for your thinking ¢ 

Mr. Kaxisarvi. The principle which we have found so difficult 
vould no longer exist. 

Mr. Miniter. Why would it not exist if these people stood a chance 
to lose perhaps a greater portion of this shipping with the subsidized 
\merican merchant marine? 

Mr. Kanisarvi. Obviously, I cannot tell what they would do in a 
specific situation. This is just my own evaluation of what the pros- 
pects would be. 

Mr. Miniter. Do you not think or do you not know if we did 
that, we would still have these nations who are concerned with the 
preservation of their merchant marine because their merchant marine 
means a great deal more to their economy perhaps than ours does to 
us. and that if we started to subsidize the American incidental fleet. 
the tramp ships, that they would be making the same protest that 
they are now. 

Mr. Kantsarvi. [ am sure that there would be concern expressed. 
| have no doubt about it. 

\iv. Mituer. It does not make a oreat deal of difference. We would 
have that same kind of a protest, and in the final analysis what they 
are trying to do is merely to maintain their shipping. I do not blame 
them for it, but I also think that our own self-interest enters into the 
picture. 

Again, we depend on you people for the type of information that 
we have to have to guide us in passing laws. 

Was this pressure for the repeal of this law generated in these 
foreign countries by their governments, or was it generated by trade 
publications, spec ial pressure groups within the government ? 

Mr. Kauisarvi. We have no knowledge of the kind of concerted 
action Which was discussed vesterday. W e assume that the greatest 
pressure came from the industry itself. 

Mr. Minier. You assume that, but you have people in every em- 
bassy that read these trade publications ? 

Mr. Kanisarvi. That is right. 

Mr. Minter. They analyze them. 

You have people in the USIS that do this thing. Have they not 
given you any report as to whether or not this pressure was generated 
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through trade magazines or others, or whether it comes directly from 
the government ? 

Mr. Kauitsarvi. The governments themselves, of course, are in- 
terested. 

Mr. Miter. I know they are interested. 

Mr. Katisarvi. Whether the governments approach this on a basis 
of individual transactions or some other way does not necessarily in- 
dicate that there has been the kind of concerted pressure brought to 
bear caused the committee concern yesterday. 

We have no evidence of a concerted movement among the govern- 
ments in order to oppose this. We know that there was opposition 
developed abroad very much of it in the journals. This opposition 
was reported to us. 

We knew we ran into obstacles when it came to the question of 
negotiating the agreements. We knew it was on the agenda for dis- 
cussion of the Organization for European Economic Cooperation, 
but nowhere to my knowledge is there any evidence that there was a 
concerted movement with respect to this. 

Mr. Miiter. I think if we could get the information as to whether 
there was or was not from our people abroad, it might influence some 
of our thinking. 

Someone, I think it was Mr. Dorn, said that he was in Denmark last 
vear and in response to a question clearing up the situation propounded 
to him by Mr. Thompson, it was said the pressure was not coming from 
the government, that it had come from some of these other things. 

I happened to be in Denmark last year, not with this committee, 
and I discussed this and, frankly, the impression that I got from 
the people with whom I discussed it was, “Sure, the shipping in- 
terests over here are opposed to it but, taken on the whole, the people 
are not too concerned with that, and don’t you be too concerned 
with it.” 

1 think that we have the sources over there from which we could get 
that information and I would lke to know whether you could not 
accumulate it. 

Mr. Karisarvi. We would be very pleased to supply for the record 
evaluation of this reaction abroad, and especially in response to your 
concern about a concerted effort. 

(The information referred to follows:) 

The Department has no basis or evidence for assuming that the reactions of 
the protesting countries were anything less than sincere. It is well known, of 
course, that the shipping industries in these countries were most immedi: — 
concerned in this matter. It also is probably true that other sections of their 
populations did not feel as strongly in this issue as did the shipping concerns 
The function of any democratic government, is to represent what it considers 
to be the best interests of its entire population. As shipping plays such a vital 
role in the economies of the protesting countries and is the major producer of 
foreign exchange for many of them, it is eminently reasonable to assume that 
these governments were acting in the interests of the total welfare of their 
countries as they saw it. The fact that the protests and hesitations to conclude 
Vublic Law 480 agreements which contained the 50-50 shipping proviso generally 
have been supported by the press and other organs of public opinion adds weizh! 
to the conclusion that the policies of these governments were based on a back- 
ground of broad public endorsement. It seems reasonable to assume that these 
policies were designed to promote the general welfare of each country, and not 
to reflect solely the interests of the shipping concerns. The Department has 
no evidence or reasons to challenge this conclusion. 
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There also is no information available to the Department which would evi- 
dence concerted action among the protesting governments, or that some govern- 
ments did not feel strongly on the issue but were acting under pressure of the 
others. The shipping industry is certainly a closely knit one, and the question 
of the effects of United States 50-50 legislation undoubtedly was discussed in 
shipping circles of many foreign countries. In such organizations as the Mari- 
time Transport Committee of the OKEC., European shipping interests have an 
opportunity to discuss matters of common concern. It is well known that these 
interests, like the United States merchant marine, are opposed to restrictions 
or discriminations which hamper the free movement of shipping cargoes. It 
ulso is quite probable that the governments which persented Aide-Memoires 
evidencing concern at the proposed enactment of Public Law 664 consulted one 
another, just as the United States when making representation to a foreign 
government on a matter affecting the United States interests seeks to coordinate 
its approach with other governments having similar interests in order to obtain 
the most effective presentation of its views. The Department finds nothing in 
the above, however, to suggest that the protesting governments acted in any 
fashion other than that which each government conceived to be in the best 
interests of its own population. 

Mr. Mituer. I am not so concerned with the concerted effort as I 
am with the things that come up in the other way. 

Again, now, do you think, where you have negotiated successfully 
n disposing of approximately 95 percent of the deals you have under- 

tuken, that a pretty good job has been done in spite of the 50-50 law? 

Mr. Kauisarvi. I ‘think so, and I would certainly agree with the 
position you took and have taken twice already. 

| would add one additional thought which, for me, conditions the 
view, and that is that we have no way, as indicated in my statement, of 
determining how much might have been done had there been no 50-50 

Mr. Zetenko. Will the gentleman yield for one question, please? 

Mr. Miter. Yes. 

Mr. ZeLtenkKo. As long as you have graciously volunteered to accu- 
iulate information, can you ‘try to accumulate information along this 
line: Whether some of the moneys, for whatever purpose, that we 
vive to these foreign governments are used to subsidize their merchant 
marine so that they can undercut us? 

In other words, are we using our own money to eliminate our own 
merchant marine from the seas? 

Mr. Karisarvi. We should be very pleased to get any information 
that we can on that. 

(The information referred to follows:) 

The Department understands that Dr. Fitzgerald, the representative of the 
liternational Cooperation Administration at these hearings, informed the com- 
mittee that since 1949 no American foreign-aid dollars or counterpart funds 
<enerated by the United States foreign aid program have been utilized for the 
henefit of foreign shipping industries. The Department believes that this infor- 
mation submitted by the ICA fully answers the question. 

Mr. Miiuer. I was interested in the fact of the list given us of these 
countries who have entered into bilateral agreements, that they were 
nearly all South American countries rather than the maritime coun- 
tries, 

Why, in your opinion, is that the case? 

Mr. Barrrncer. Congressman, I believe that we find in the South 
American countries a very great desire to build their own economies, 
their own merchant marines, and to use various discriminatory prac- 
tices to assist in that effort. 
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Mr. Minter. They have from time to time in other lines of endeavor, 
fishing for instance, sometimes put some pressure on us through dis- 
criminatory practices, 

Mr. Barrincer. I would not know the answer to that, 

Mr. Mitter. Do you know the answer to that one sinietiioes fishing 
troubles which we have had? 

Mr. Kauisarvi. I know we have had some difficulties, yes, on tuna 
fishing and fishing a few miles off the shore, even as far as 200 miles, 

Mr. Minter. Which did not reflect, in many instances perhaps, the 
thinking of some of the heads of the government, but of some of the 
local people in these countries. 

The CHatrman. Mr. Ray? 

Mr. Ray. I have no questions, Mr. Chairman. I would like to make 
two comments: One, I think the witnesses have all been frank and 
have made a very good impression. 

Two, perhaps of more importance, I think the testimony thus fat 
does not give us any basis for recommending a repeal of the 50-50 law. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any other questions / 

Mrs. Sullivan / 

Mrs. Suttivan. I have no questions, Mr. Chairman, except that I 
would like to add to Mr. Ray’s comment that I think that they have 
to become a little more enthused with this law in order to sell it. {1 
you believe in it, vou can sell it. If you do not believe in it, you cannot. 

That is all I can say. 

The Cuatrman. Mr. Van Pelt? 

Mr. Van Perr. I have no questions. 

The CHarrman. Mr. Robeson / 

Mr. Roseson. I have no questions at this time. 

The Cuarrman. Mr. Sheehan? 

Mr. SHrenan. Mr. Secretary, in my 6 vears in Congress, I have 
never been known as a protagonist of the State Department, either 
under Mr. Acheson or Mr. Dulles. However. I am constrained to re- 
mark or state, on the basis of the observation of the gentleman from 
New Jersey when he remarked about some of our foreign-aid program 
not bringing us any friends, and he specifically was t talking Set the 
vrain to India and sort of blamed the State Departme nt for that, that 
I must take a little issue on that because the State Department ean 
only spend and give away what we Congressmen appropriate and give 
you. 

I, for one, did not vote for the grain for India because I did not 
think it did any good. Iam glad to see that the gentleman agrees that 
the grain has not helped us over in India. 

I must say that in your statement you mentioned something about 
the fact that it is the duty of the State Deparment to call to the atten- 
tion of both the Executive and the Congress the reactions abroad; is 
chat right ? 

Mr. Kauisarvi. That is right. 

Mr. SHerenan. Therefore, you are here in an attempt to inform us. 

if you can, as to what the reactions are abroad. 

Mr. Kauisarvi. That is right. 

Mr. Sueruan. The line that I would like to follow and to which | 
would like to limit myself is the State Department's functions. 
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Mr. Miller brought up a very fine point when he was talking about 
the conflict of interests. 

It is your understanding that, basically, the nations we are talking 
about, the European shipping interests, are primarily interested in 
protecting their shipping industry; is that right? 

Mr. Karisarvi. That is the rexson for the reactions to the proposed 
deals that have not been consummated ; yes, sir. 

Mr. SHEEHAN. By the same token, we in the United States are also 
very much interested in the principle of protecting our merchant 
marine. 

Mr. Kanisarvi. I am glad you say “we.” We are with you. 

Mr. Surenan. There is no question that the State Department is 
interested as well as Congress and everyone else. 

Mr. Kanisarvi. Yes, sir. 

Mr. SHEEHAN. We come to a point where there is a conflict of prin- 

iples which has to be resolved. 

Mr. Tumutry. Will the gentleman yield? 

The position of the State . Department for the record is the position 

if the foreign countries. They have already said that. 

Mr. SHEEHAN. They modified by saying “we.” 

Mr. Tumurry. He was agreeing with what he thought was a friend. 

Mr. Kanisarvi. Mr. C hairman and C ongressman Sheehan, we are, 
if course, grateful for friends. 

However, I do not think, whether we felt we had a friend or some- 

e who was castigating us, that it would have made any difference in 
our reply. The reply is that we are basically and fundamentally in- 
terested in the merchant marine of the United States first; that our 
view as to how to deal with this problem happened to coincide with 
the views of some other countries, with respect to their own operation ; 
iid that is just a fact, that is all. 

Mr. SueeHan. Then again I would like to get your opinion, too, on 
this, which in my opinion has not been brought out. 

z e are faced with a surplus of agricultural products in this country 
and we have been specifically talking about this tobacco problem. We 

lave an overabundance and our warehouses are full. 

You realize that; do you not 

Mr. Karisarvi. Yes, sir. 

Mr. SueeHan. And would it not certainly be to the benefit of this 
ountry to sell the surplus abroad, which the Congress recognizes and 
| think you recognize / 

Mr. Karisarvi. Yes, sit 

Mr. SHEEHAN. Because, apparently, we cannot consume it here. 

Mr. Kanisarvi. That is right. 

Mr. Surenan. I do not remember the exact figures. Maybe the 
iairman or Mr. Casey can enlighten me. 

What has been the amount in millions of dollars involved in this 
ransaction? Was it $40 million some ? 

Mr. Casry. In which deal ? 

Mr. Suernan. The tobacco deal. 

Mr. Casry. The only tobacco deal was the one consummated with 
England. 

Mr. Tumuttry. The tobacco was given to England. 

Mr. SHEEHAN. What was the total amount involved in the negotia- 
lions going on with Norway and Denmark recently ? 
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Mr. Casey. The only one they can point to is Denmark, 7.7 million, 
where they have flatly turned it down. 

Mr. Mintzer. On page 3 it says: 

Transactions in the neighborhood of $40 million worth of surpluses have been 
under consideration with the United Kingdom, Denmark, and Norway, which 
object on principle to the 50-50 rule. * * * 

You remember that yesterday it was $38 million or $40 million / 

Mr. Surenan. Let us say that approximately $40 million are in- 
volved as a matter of princ iple of trying to sell $40 million worth of 
products to foreign nations. 

Disregarding how we are going to be paid for it, the shipping part 
or the additional ship ping costs of this $40 million are nowhere near 
$40 million; are they? 

Mr. Kanisarvi. No. 

Mr. Surenan. Therefore, we have also the principle involved for 
the good of our own country, that if we were to dispose of $40 million 
worth of agricultural products and get $40 million, even if the mer- 
chant marine had to suffer to the tune of $ 5 million, the general welfare 
of the country would be ahead by $35 million, would it not? 

Mr. Kaursarvi. Yes. I think that is correct if you take it by itself. 

Mr. SHrenHan. That is right. 

I cannot harpoon the State separtinesst too much on it. or the 
De partment, of Agriculture, because we are faced with the idea that 
there are principles involved here init the foreign nations want to 
protect their merchant marine and we want to protect our merchant 
marine, and also want to sell roughly $40 million worth of products. 

It would seem to me that your standpoint is well taken that, even 
though we may not like to see the merchant marine suffer for it, if 
we can sell $35 million or $40 million worth of products and get them 
out of this country, certainly it might be to the general welfare of this 
country to give the merchant marine the money in some other way or 
form: is that right? 

Mr. Kanisarvr. Correct. 

Mr. SHerHan. Therefore, all of this testimony is going to be on the 
basis of which is the greatest good for the greatest number in our 
country: is that right ? 

Mr. Katisarvt. That is right. 

Mr. SHEEHAN. That is the only point I want to proffer. 

I would like to direct the rest of my remarks to page 2: 

The Department is convinced that one useful way of reducing the large stocks 
of agricultural surpluses now in the hands of the Government is by overseas 
disposal. Furthermore, the disposal of surpluses abroad can in many instances 
promote our foreign policy and improve our relations with the recipient 
countries, 

You were here yesterday, I believe, when I checked with the Depart- 
ment of Agriculture to fin id out how the inhabitants of the foreign 
countries know or do not know what we are doing for them / 

Mr. Kauisarvi. Yes, sir. 

Mr. SHEEHAN. Do you remember that line of questioning? 

Mr. Kauisarvi. I do remember. 

Mr. SHeeHan. Do you have anybody here from the Office of Over- 
seas Information which is in your department, the State Department ‘ 

Mr. Kanisarvi. No, I do net have anyone here from that Office. 
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Mr. SHeeHan. Do you know of your own knowledge whether or not, 
when we negotiate very favorable terms with foreign countries, the 
State Department takes definite means of letting the inhabitants of 
the country know about it? 

Mr. Katasarvi. If I may for the record supply a full statement, I 
would appreciate the opportunity of doing so. However, through 
the Voice of America and the USIA, we do carry that kind of 
information. 

Thore is an effort made to acquaint the people of the countries with 
that kind of information. It is the same kind of problem that we had 
with respect to ECA and FOA some years ago, and I do not attempt 
here to assess how effective or ineffective we may be with respect to it. 

We are conscious of the problem. There is an effort made and I 
would like an opportunity to supply for the record our own assess- 
ment as to how this is done, how effective it is. 

Mr. SuHeenan. Is that all right, Mr. Chairman, if he does that? 

Phe CHarrMAN. You say that you do make an effort / 

Mr. Kanigsarvi. Yes, sir; we do. 

The CHarrMan. You say you do make an effort? 

Mr. Kauisarvi. Yes, sir; we do. 

The CHarrmMan. I was in Poland and 2 or 3 other countries, and I 
noticed that the identification as coming from America was deleted 
from the cartons, cut off, marked off, and so forth, on the material we 
are sending there. That was in UNICEF. 

Mr. Kanisarvi. We do not have dealings with Poland on Public 
Law {S80, 

The Cuatrman. I understand that, but you are talking about gen- 
eral-relief programs. 

Mr. SHreHan. I mean the whole general program, regardless. 

Mr. Kanisarvit. UNICEF is United Nations. 

The CuarrMan. I know it is, but we make a tremendous contribution 
and it goes along the line. 

Mr. Kanrsarvr. I appreciate what the committee is after. 

The CHatrman. I do not want to get into that too much here be- 
cause [ just want you to clearly answer what Mr. Sheehan has 
requested. 

Mr. SHEEHAN. Let us keep the item that you are going to put into 
the record specifically to foreign aid. 

Mr. Katisarvt. May I add one further thought: that there is spe- 
cifically on this point a program in the process of being developed by 
U STA very much in response to the kind of concern that you expressed 
yesterday, and that you are here again. 

(The material referred to follows :) 

United States foreign aid programs are publicized to the people of those 
countries principally through the United States Information Service activities. 
qT ese include press releases, radio programs, motion picture newsreels, pam- 
iets, posters, and word of mouth. 

e bilateral aid agreements include a general provision requiring publicity 

the recipient government. In most countries the carrying out of sach ayree- 
ient by the recipient country has been inadequate either because it has been 
lone perfunctorily or because of lack of technical skill in publicity. 

On the other hand, some governments have done this job very well, so that 
he people as well as the officials know the source and purpose of the aid. A 
g od example of this is Italy, where the Government in cooperation with USIS 
nd the ICA has carried on a vigorous, organized, and effective progran. 
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The United States officials recognize the need for a more specific spellout 
what the recipient government is to do in publicizing the aid program to its 
people. There is currently in progress a concerted effort by state, USIS, and 
iCA to achieve this. 


Mr. SHEEHAN. I am glad to know that because I have talked to 
or 5 members of the Foreign Affairs Committee who have traveled over 
the world during the past 6 or 7 months, and their report is pretty 
much universal. 

In every country they visited. in our foreign aid, be it agricultural 
or et the heads of the governments know what we are doing 
but no one else does. If it is part of your policy to improve our rela- 
tionships with recipient countries, there is no sense in improving the 
relations with the heads of the government when the heads may get 
chopped off. 

We have to improve our relations with the people of the government. 

Mr. Kauisarvi. I certainly agree. 

Mr. SHeeHan. That is all. 

The Cuatrman. Mr. Allen. 

Mr. Attex. Mr. Kalijarvi, I noticed in your statement. or thought 
I noticed, that you did not say that the State Department agreed to 
the position that this 50-percent provision with respect to Pul slic Law 
{80 should be repealed. 

Is that true, that it does not appear in your prepared statement / 

Mr. Karisarvi. I think it does appear in the prepared statement. 

No, it does not appear in the prepared statement. 

Mr. Atien. Do you then in your discussion go beyond the prepared 
statement and indicate that the State Department has come to a 
conclusion ¢ 

Mr. Karisarvi. We are in the process of gaining our experience 
at. the present time. 

The committee is holding hearings at the moment when we are 
the sg ess of getting this experience. We are re porting as factual] ly 
as we can to the committee what our e xper lence has been. 

Mr. Atten. Would it be fair to say, then, that the position you take 

before the committee is not one on which you are conclusive, but 
which may change in the light of further information? 

Mr. Kauisarvi. I think that is fair to state, but I would not indicate 
that DV the second part of that we are making any kind of promise 
because we are not In a position to make a promise. 

Mr. Aten, I note in your statement, and this particularly appears 
at the bottom of page 2. a paragraph where you start out: 

The Department is convinced that one useful way of reducing the large stocks 

icultural surpluses— 

ind so forth, and it goes on to justify action on the reduction of the 
surplus, but it would seem to me that the interests of the State Depart- 
ment, particularly with reference to our foreign policy and wi 
reference to our national security, would be considering with paralle! 
mportance the froblem of the merchant marine and the necessity 
for one, whether or not that need is now being met for commercial! 
purposes, and particularly whether or not it is being met for purposes 
of national defense. 

I have in mind that in appearances before this committee, it 
been stated that our requirement of ships for an additional lift in 
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ee would be some 1,700 or 1,800 ships, some 600 more than 

» have in operation, and that the Navy representatives have said 
that the potentially weakest link in our defense system is the condi- 
tion of the privately operated shipyards, which, of course, depend for 
their existence on the replacement of ships for the American merchant 
marine. 

Why is it that in a statement like this, there appears no considera- 
tion of the problems of the merchant marine, but only the considera- 
tion of unloading the agricultural surplus 4 

Mr. Kauisarvi. Well, Mr. Congressman, I did not think that we 
mplied that we gave preference to one act over another. We do not 

construe the 50-50 shipping legislation as being consistent, neces- 
sarily, with Public Law 480, nor with the disposal of surplus com- 
modities abroad. 

We have run into some few instances where there has been an 
obstacle from the requirement of 50-50 to the consummation of deals. 
We certainly did not intend to place one act above the other here, 

ut to acquaint the committee with the kind of problem that we have 
run into. 

Mr. Aten. Is it not obvious that we will not have 1,700 ships in 
operation unless there are cargoes that will fill the carrying capacity 
of 1,700 ships? 

Mr. Kauisarvi. I would think so, yes. 

Mr. Atten. Why is it that there seems to appear no consideration, 
nd this is not only in this report but in I think every report I have 

ever seen come from a department other than Commerce ? 

Why is there no consideration of the problem of how to get that 
irgo and get it into our own ships as a problem of major importance 
io the national defense ? 

Mr. Kauisarvi. Well, I did not realize that we had failed to give it 
onsideration, nor that we had played it down in any way. 

[ think the essential difference is the difference of evaluation as to 
ow that is to be attained. 

Mr. Atten. I would agree if anyone came up with any proposal 

- to how to attain it, but it seems to me that we are always met by 
the statement, “This is not the way to do it, period.” 

Mr. Kanisarvi. Mr. Congressman, I would like to read one short 
paragraph from the President’s statement of August 26, 1954, which 
we feel binds not only us but all the agencies of the executive branch: 

rhe United States requires a merchant marine which, as I have said before, 
nstitutes our fourth arm of defense. However, I have been concerned over 
he manner in which this merchant marine is to be maintained. 

Now, we feel that that, for us, is law in our operations. 

We have in no way attempted to play down the merchant marine, 
or its maintenance, nor its size, because we feel those are of first 
importance to the United States. 

Mr. Mitier. Would the gentleman yield? 

Mr. ALLEN. Yes. 

Mr. Mitter. But for $40 million worth of cargo or $40 million 
vorth of goods, and it is true it may be projected some, you recom- 
end to sell down the river the things that make the American mer- 

ant marine possible. If we took ‘the 50-50 law aw: ay, instead of 

ing 1,100 ships, we would be very lucky if we had 600 ships. 
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Mr. Kattsarvi. We don’t believe it will sell it down the river, Mr. 
Congressman. We believe that this is an exception with respect to a 
particular operation which would permit us to accomplish a further 
disposal if it did not stand in the way. 

Mr. Miuier. Surely we could sell it. We have given all of the best 
plans that we can, but we still strain at a gnat in $40 million. We 
have already done $769 million worth of business. 

That 5 percent is coming in here and certainly it is going to have 
an adverse effect upon the American merchant marine as the 50-50 
law has an adverse effect upon the merchant marine of the United 
Kingdom or Denmark or Sweden. 

That is my opinion. 

Mr. Auten. Mr. Kalijarvi, it would seem to me to be very question- 

ble for any department to come in here and recommend the repeal 
of a law which has been designed to help the merchant marine unless 
they can make some contribution toward the attaining of the merchant 
marine that we obviously need, according to the records of the Gov- 
ernment itself. 

Is there justification for recommending a departure from the exist- 
ing law which obviously will cut down the use of our own ships, with- 
out coming in with some attempted solution of the principal problem 
of the merchant marine? 

Mr. Karisarvi. Well, as I indicated a moment ago, we are here in 
response to a committee examination of the operation of 2 bills or 
2 laws, and we are in the midst of our experience on it, and we are 
re portit 1g to the committee what our experience is. 

As far as our position has been, historically it has been one of direct 
subsidy rather than cargo preference. 

Mr. Temvutry. Will the gentleman yield? 

Mr. Aten. Just let me make the statement. 

I appreciate your frankness in stating exactly what your opinion 
is. Maybe I am just questioning the validity of the opinion, urging 
that you use mine. 

Yes, I yield. 

Mr. Tumutty. Yesterday the representative of the Department of 
Agriculture, Mr. Garnett, stated that the maritime nations would 
have no objec tion if we transported this cargo to them in our own bot- 
toms, provided we gave them the products absolutely free, as distin- 
cuished from this title I program. 

Are you familiar with that? 

Mr. Kauisarvi. I heard him make the statement, but I do not know 
just how he would apply it because I do not know whether the simple 
process of giving away under those circumstances is one that would be 
accep table to these countries. 

Mr. Tumvvry. He implied that that program would be accept: 
leading to the thought th at this protest on the part. of the maritime 
countries might not merely be to protect their merchant marine, but 
to get the goods for less than thev get them for now. 

I gathered from what he said that he had information that that 
Was SO, ome representations had been made, “Give us this for nothi 
and vou can take it over here y yourself in vour own bottoms.” 

Have vou any information that might throw light on that staten 
of the Agriculture Department ¢ 

Mr. Kauisarvi. No: we have not looked into it. 
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This is a matter, at least from our standpoint, which would be spec- 
ulative. We have legislation or we have a law which applies in this 
particular instance, and we would expect to abide by the law. _ 

Mr. Tumuury. Then the information that he has is not in your 
possession, or the information that he thought he had ¢ 
~ Mr. Kaxisarvi. I cannot speak for him. 

Mr. Tumvuury. I have one further question. 

The statement that was referred to by Mr. Allen on page 2 of your 
statement : 

Che Department is convinced that one useful way of reducing the large stocks 
of agricultural surpluses now in the hands of the Government is by overseas 
disposal. 

| take it that that means to all countries. 

Mr. Katisarvi. Wherever we can sell. 

Mr. Tumutry. Including the Iron Curtain countries ? 

Mr. Katisarvi. There is a provision, not in the law but policywise, 
against such sales. 

May I correct myself? 

There is some provision in the law. 

Mr. Tumuury. I was under the impression that there was. 

Does that indicate just the change in the attitude with respect to 
that law, or is it just the statement ? 

Mr. Kauisarvi. Excuse me. 

Would you repeat the question ? 

The Tumutry. The question is this: 

The Department is convinced that one usful way of reducing the large stocks 
f agricultural surpluses now in the hands of the Government is by overseas 
disposal. Furthermore, the disposal of surpluses abroad can in many instances 
romote our foreign policy and improve our reiations with the recipient 

untries. 

Mr. Kauisarvi. Yes. 

Mr. Tumuury. You do not indicate there any limitation banning 
lron Curtain countries ? 

Mr. Kauisarvi. That is right. 

Mr. Tumutry. Do I take it then that it is your policy, that this 
statement envisaged a policy of disposing of these surpluses to all 
‘ountries overseas, regardless of whether or not they are Lron Curtain 
countries ¢ 

Mr. Kanisarvi. This is not the Department’s policy. This is the 
policy of the executive branch and the President. 

Mr. Tumuury. Does it mean that that branch believes that these 
surpluses could be best disposed of by giving them to all countries, 
regardless of whether or not they are Iron Curtain countries ? 

Mr, Kanigarvi. There have been prohibitions, both in the law and 
policywise. 

Mr. Tumunry. What does that statement mean ? 

Mr. Karisarvi. This statement attempted to make the statement in 
veneral terms without getting into specificities. 

Tere is the President’s message. 

Mir. Tumuury. Does that statement mean or does it not mean that 
lron Curtain countries will be included in the overseas disposal ? 

Mr. Kazisarvi. No; our operation is to dispose of them with 
friendly countries. That is what the law states. 

Mr. Tumurtty. Thank you. 
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The Cuarrman. Mr. Allen. 

Mr. Auten. Mr. Kalijarvi, we have had a number of references to 
the loss of the sales of $40 million or thereabouts of your surplus. 

As I understand it, this surplus of which we talk is a surplus which 
has accumulated and to which additions are not supposed to be made; 
is that true? Or at least we are talking about a certain fixed portion 
of the surplus which is to be disposed of abroad and then that is 
finished ? 

Mr. Kauisarvi. Well, in the first place. I must plead incompetence 
to respond to that question. 

I would like, however, to answer with my understanding on a per- 
sonal basis, if that is acceptable. 

Mr. Anten. Yes, sir. 

Mr. Kauisarvi. I understand that the purpose and the objective is 
to dispose of these surpluses as quickly as possible with the object not 
to accumulate further stocks but to get rid of these as an emergency 
operation which would be finished when the commodities were dis- 
posed of. 

That is my personal understanding. 

Mr. Atien. I think the limitation fixed in the law was 81.500 
milhon 4 

Mr. Kanisarvi. That is right. 

Mr. Auuen. I think it was stated here that arrangements have bee 
made, and this would be within 2 vears ot the >-Vvear program, for 
the disposal of 31.200 million. 

Mr. Kauisarvi. That is right. 

Mr. Auten. Would that indicate to you that the program is going 
along fairly rapidly and that. if we do not sell this $40 million to 1 
or 2 countries, we will sell] it to some other ¢ 

Mr. Kauisarvi. I think the program is going along more quickly 
than was originally anticipated. I think that more substantial agree- 
ments are being attained than were originally anticipated. 

I would assume that the size of the overhead is such that, even 
though you have placed a billion and a half as the objective over a »- 
year period, if that amount could be disposed of in a shorter period 
of time, that would only dispose of a certain part of the pile that 
is accumulated, and it would be reasonable to expect that furthe: 
operations would be undertaken: so that I do not think that we ought 
to conceive of this thing only within the billion and a half dolla 
operation. 

On your point that the program is moving ahead, ves, it is moving 
ahead satisfactorily, I would assume. from everything that I have 
heard, and that it is being very effective. 

Mr. Auzen. Is it not true that we do not, in a sense. lose the value 
of the sale, that we postpone the sale of certain commodities with the 
likelihood that we will sell them to somebody else if the past offers 
have not been consummated / 

Mr. Katisarvi. Well, if we begin with your basic assumption, ves. 
but I don’t think that is the full measure of the situation. The ful! 
measure is that there is an urgency to move on with as much as we cal 
in this Public Law 480 field. 

Mr. Atuex. That is exactly the point I will ultimately come to 
How urgent is that disposal against how urgent is it to keep up ow 
merchant marine / 
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Mr. Kauisarvi. We don't put it in those terms, Mr. Allen. We 
come back to the same point we were at a few moments ago. We do 
not feel that it is a question of one law being set against the other, 
or the sacrificing of one basic interest to another. 

Mr. Mariurarp. Mr. Chairman. 

The CHairrman. Mr. Mailliard. 

Mr. Marirapp. Getting back to the statement which Mr. Tumulty 

asked you about when you say that “The Department is convinced 
that one useful way of reducing the large stocks of agricultur: al 
surpluses now in the hands of the Government is by overseas disposal,” 
t seems to me that, if the Department is to be completely fair about 
this. it should be followed by a statement that the Department is 
convinced that one way of keeping the merchant marine going is by 
carrying these products on American ships. I am spe aking ‘of the 
point that Mr. Allen made that you are not in the agric _— ¥ business 
or in the merchant marine business. You ought to be in between 
somewhere. 

Mr. Kanisarvi. We are. 

Mr. Marurarp. You pay attention only to the agricultural problem 

md do not mention the merchant marine problem at all. 

Mr. Katisarvi. That was certainly not our intent as I indicated 
to Mr. Allen a moment ago. We are concerned with the merchant 
marine, very much concerned with it. 

Mr. Maiuuiarp. Would it not be a true statement, that one useful 
vay of helping the merchant marine is to carry our exported surpluses 

1 our own ships 4 

Mr. Kauisarvi. I think so. 


Mr. Mariirarp. But you do not want to mention that ? 

Mr. Katisarvi. I would be very glad to mention it. I would be 
ery glad to have it interposed at ‘that point in my statement. 

Mr. Mamurarp. Then the rest of your statement will not follow 


t 
via 


eas well as it does, if you leave it out. 
Mr. Kanisarvi. I appreciate that. The statement would have to be 
lored to that modification. I think we would arrive at the same 
results. Weare faced with an overlapping of two items of legislation. 
Mr. Maitirarp. Then it seems to me, we come back to this question : 
ave read the statement several times and cannot find out from 
ything you say in your prepared statement whether the State 
Department officially recommends the repeal of the cargo preference 
provisions as it applies to title I transactions. You do not say whether 
do or not. 
Mr. Kauisarvi. I know; we are back at the point where we were a 
ute ago with the President's statement, it seems to me, which is the 
governing thing, and also the fact that we are in the process of collect- 
g¢ experience on this thing. 
Mr. Martiiarp. But he does not say whether he wants to repeal it 
er in his statement, does he / 
Mr. Kanisarvi. No. 
Mr. Maitniarp. But the Department of Agriculture does? 
Mr. Kanisarvi. Yes: I have heard that. 
Mr. Tumuvry. Will the gentleman yield ? 
He took the position that the maritime nations did, so that, therefore, 
‘ould spell out that they would be for the repeal from the whole 
rand tone of this. 
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Mr. Matixiarp. I did not want to interpret the gentleman’s position. 

Mr. Tumvutry. He has said so for the record. 

Mr. Mariuiarp. We are in the position now that we do know that the 
Department of Agriculture recommends that the title I transactions 
be exempt from this. I do not think we know whether the State 
Department thinks it should or should not. 

Mr. Katrsarvi. We have not taken a position on this thing because, 
once again I repeat, we are in the process of collecting experience; there 
is not at this time any specific item of legislation before the commit- 
tee; so we did not anticipate that it would be necessary to take a 
position on this thing at this time. 

Mr. Mariurarp. Would I be correct or would the committee be cor- 
rect in saying or interpreting what you say to mean that vou are not 
making that specific recommendation and, presumably, if you are in 
the process of gathering data and experience in operating under these 
two lew s, would it not be foolish, in your opinion, for this committee to 
consider the repeal of a law when you who must operate under it have 
not sufficient experience that you are willing to take a position ? 

Mr. Katisarvi. It seems to me that the experience here is one on 
which Agriculture must essentially speak. We have reported what 
has happened when we have negotiated. We have brought to the 
attention of the committee the fact, or substantiated the position which 
Agriculture took with respect to certain limited operations, and we 
have reached the conclusion that certain deals could have been made 
were it not for the 50-50 legislation. That is where we are. 

Mr. atseeM. So your testimony is merely supplyimg the com- 
mittee with that factual information ? 

Mr. Kaxisarvi. Yes, sir. 

Mr. Mariiiarp. And not making any recommendations as to what 
action the committee should take? 

Mr. Karisarvi. Yes; at this time 

Mr. Mirter. Will the gentleman yield? 

Mr. Atuten. I have one question and then I will yield you the 
floor. 

Mr. Kalijarvi, I think vou mentioned in some testimony that you 
would favor a direct subsidy rather than the cargo preference? 

Mr. Kauisarvi. Yes, sir. 

Mr. Auten. As far as I can remember, this committee has been 
searching for some method of keeping in being the tramp fleet and 
a variety of other ships, but no one has yet come up with any method 
of subsidy that seems practical. 

Do you have any suggestion that will fall in line with the state 
ment that there should be a direct subsidy ? 

Mr. Katrsarvi. No, we are waiting for this study, Congressman, 
which is being made. We have no suggestion to make as of the 
moment. 

Mr. Aucen. In a sense then, when you suggest a direct subsidy 
when it comes to working out the details, you make no suggesti’ 
at all. 

Mr. Kauisarvi. Not at this time. We would like to see this stud) 
before we take a position on it. 

Mr. Atuen. Thank you, Mr. Chairman. 

The Cratrman. How recently has the intensity adverse to this pro- 
gram grown in the foreign nations we have in question! 
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Mr. Katisarvi. I did not realize that there had been an increase 
in intensity. May 7 check with some of my colleagues to find out. 

We are not aware that there has been any increase in intensity. 
There was this reaction originally, and it has consistently been main- 
tained. 

The Cuartrman. Consistently maintained for how long? 

Mr. Kauisarvi. Since the enactment of the legislation. 

The CuarrmMan. But has it increased in any intensity in your em- 
bassies’ opinion. 

Mr. Kauisarvi. No; I can find no evidence of an increase in 
intensity. 

Mr. Casey. I wonder if you can confirm this as representing the 
view in the United Kingdom ? 

[ have an excerpt from the Daily Freight Record, New York, Mon- 
day, January 9, 1955, in which it quotes Frank H. Dawson, chairman 
of the Liverpool Steamship Owners Association. 

The article says this: 

Dawson in his article describes flag discrimination as “one of the most 

rious threats to the shipping industry’s well-being that it has ever had to 
encounter.” 

Of the Cargo Preference Act passed by the United States, Dawson states: 
\ithough the application of this act to what are regarded here as ordinary 
mercial transactions has been severely criticized in this country, America 

rest assured that there is a great body of opinion which views with 

ipathy and understanding the desire, and indeed intention, of the United 

States to have an adequate merchant marine both for strategic and trading 
purposes, 

“It is the means by which America seeks to maintain her mercantile marine 
ch cause misgivings in this country,” Dawson goes on. “It is recognized that 

e cost of operating and building ships in America, with its higher levels of 
ost is necessarily greater than that of her competitors.” 

The view of British shipowners is that the United States would be justified 

bridging that gap by subsidy, much as they themselves dislike the principle 
f state aid in this form. 

While the issue in the United States is more or less clearcut, the shipping 
lines trading to South America are faced with a very serious situation becauge 
of the discriminatory measures in operation there. 

These Latin countries have no case such as the United States can put forward: 
their tactics are to build up and maintain their own merchant fleets by favoring 
by operation of law their own ships at the expense of their foreign competitors. 


The article was entitled “U. K. Leaders See Big Ship Orders; Soften 
Criticism of Preference Act.” 

[s the tendency the reverse and instead of mounting, it is tending 
to let down over there? 

Mr. Katisarvi. It has not been our impression that there has been 

iy particular increase or decrease. This is not the kind of story they 
gave us when we were trying to consummate the deal with them. 

The Crarrman. You stated that this question is one on which the 


Secretary of Agriculture should speak and not the State Department, 
in your recent statement. 


Mr. Kanrsarvi. To which does that pertain ? 

The Cuarrman. We are talking about the subject today. 
Mr. Kanigarvi. On 50-50 legislation ? 

The CHarrman. Yes. 

Mr. Kauisarvi. I think as to commodities. 

The CHatrman. You made the statement, did you not? 
[ know you made it. I want to ask you this: 
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Mr. Benson has been quoted as saying iat the 50-50 act should be 
repealed and he would work to that end. I ask you this question : 

Would not that statement coming from a Cabinet member of this 
administration stimulate the opposition abroad, encourage the oppo- 
sition and make the fight more determined from the three countries 
we have in question ¢ 

You can answer that “Yes” or “No.” 

Mr. Kauisarvi. I do not know. 

The CHairman. Oh, you cannot answer a question like that / 

Mr. Kauisarvi. I have no knowledge of Mr. Benson's statement, for 
one thing. 

The CHarrmMan. I did not say he made the statement. You need 

have any knowledge as to whether he made the statement or not. 
You listen to what I said. 

Mr. Benson has been quoted, I said. 

Do you want to know where he was quoted / 

Mr. Kauisarvi. No. 

The CHairman. We have newspaper clippings of it, if you want 
to know. 

Mr. Kauisarvi. I heard the discussion yesterday, Mr. Chairman. 

The CHarrman. As saying that the 50-50 act Should be repealed 
and he would work to that end. 

I merely ask you the question: If a high Government official abroad, 
a member of the President’s Cabinet, with this matter very contro- 
versial, very heated in the countries we have under consideration now 
who have resisted negotiations, I asked you the question: Would that 
not stimulate the resistance and determine the resistance to pursue 
and to carry on? 

You are a practical man. Just answer that. 

Mr. Kauisarvi. I think it would, certainly. 

The CHatrman. Of course it would. 

How would a salesman negotiate with a customer if the board of 
directors or somebody else said, “Well, you are not getting the right 
deal you should get, Mr. Customer. You should demand more.” 

That is the crux of this matter. 

Mr. Tumutury. Mr. Chairman, I notice this on page 2 of the state- 
ment of the witness. 

The CHatrmMan. You say that that would aggravate this question. 

[ am going to bring that man from the Department of Agriculture 

ick here because I think he knew this Pied nt had been made whe: 
he denied it yesterday. I think that he knew it had been made. 

Mr. Karisarvi. I have no knowledge of the statement. 

The CHatrMAN. I have never used the power that the Chair of thi 
committee has, but I am not going to let any witness get away wit! 
inswering a question as he answered that one yesterday. This has 
been in the press. This has been quoted here. This question is one 
which has been kicked around quite a lot. There is an article in which 
the statement is quoted. It has had wide publicity. 

[ appreciate the answer you give me because I think you have give! 

e an honest answer. I think it is true. 

Mr. Tumulty. 
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Mr. Tumutry. The witness has stated that the State Department 
has taken no position with respect to the cargo-preference law. Yet 
on page 2 of his statement, in referring to S. 2 584, a bill— 


To exempt sales of surplus agricultural commodities for foreign currencies 
from certain statutes relating to shipping— 
he Says: 

The Department's comment at that time was as follows 
and then concludes with this: 

The Department of State therefore supports the enactment of S. 2554. 


So, apparently, the Department of State does take a position. 

The Cuarrman. Yes;lreadthat. That is why I made the opening 
~tatement I did on that one thing. 

Mr. Tumutry. I want that for the record. 

The CuHairman. I want to say in conjunction with what I said 
that, when Government witnesses come here, they should not dodge 
questions because it is not going to be the policy of this committee 
to put anybody under oath. I do not want dodging here. 

Mr. Kanisarvi. This is a clear position. 

The CuHatrmMan. You answered it right. Of course, you did. 

Mr. Tollefson. 

Mr. Totiterson. Have you run into any opposition from any for- 
eign nations concerning the operation of Public Law 4804 What I 
ean is, are they objecting to our dumping of surpluses on the foreign 
markets 4 

Mr. Katigarvir. No; not on Public Law 480. Well, you are talking 
bout. the whole operation, are you not? I think they are concerned. 
They are concerned about the magnitude of the operation. That, too, 
has been a concern of the executive branch of the Government here, 
ind also it was the concern of the Congress in writing the legislation 
as it did write it. That is, you gu: aranteed the United States normal 
arketing, and that this would be over and above. 

Mr. ToLLEFson. Since the first of the year, I read somewhere in the 
press a story to the effect that brakes may be put on the disposal 
program simply because of opposition from some foreign countries. 
| lo not remember that any were mentioned to the etfect ot the pro- 
gram upon world markets. 

Mr. Kauisarvi. I know of no such official position. Of course, it 

ay be speculation in the press. I know of no such official position 

iuvwhere around the Government. 

The CHarMan. Will you excuse me a minute. 

Did not an article appear in the press in the rice deal along the line 
of the question Mr. Tollefson asked you ? 

Mr. Katisarvi. Well, the question with respect to any of these com- 

iodities In a specific country, rice, and so on, is a question of how 
far you can go without affecting the normal United States marketings. 

The CHairman. As I read this article, even though the ec ommodity 
was needed and there was dire need for the amount, that it did affect 

ommercial business in that area. 

Mr. Kartsarvi. Well, each one is looked over very carefully and 
once you have moved beyond the normal marketings, there are no inhi 
bitions except the ability of the country to enter into the agreement 

the thing. 


-o-o~ 


tata De 
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Mr. Totierson. I had forgotten about this statement of Mr. Howe, 
Minister of Trade and Commerce in Canada, in which he said: 

I hope that Canada will never have to resort to this kind of unfair and un- 
wholesome trading practice— 
having reference to the operation of Public Law 480. 

Mr. Kauisarvr. I heard it yesterday. 

Mr. Totuerson. That is all, Mr. Chairman. 

The Cuatrman. Counsel has some questions. 

Mr. Casey. It is primarily the responsibility of the Department of 
Agriculture to take a position insofar as the 50-50 law affects Public 
Law 480. I think that was the substance of your testimony, was it 
not ¢ 

Mr. Kanisarvi. Yes, sir. 

Mr. Casry. And that is why, primarily, you have come up here 
without a position, whereas Agriculture has had one? 

Mr. Kauisarvi. That is right. 

Mr. Casey. You will eventually have to take a position on the so- 

called Case-Anderson bill in the Senate ? 

Mr. Kaxisarvi. We have already taken a position, and it is in my 
prepared statement. 

Mr. Tumutry. That is in the statement, page 2 

Mr. Casry. That is the Case-Anderson bill? 

Mr. Katisarvi. Yes. 

Mr. CasEy. That does recommend repeal of the 50-50 law ? 

Mr. Kauisarvi. As it applies to Public Law 480. 

Mr. Casey. I was under the impression that you said you did not 
take a position. 

Mr. Karisarvi. We did not have a position to take with this com- 
mittee except to report our experience under this operation. We have 
taken a position in the Senate, as indicated. 

Mr. Casey. You cannot have a different position here than you 
have in the Senate. 

Mr. Kauisarvi. No. 

Mr. Casry. In other words, you do not want to come out flatfooted 
with your position here, whereas you can in the Senate Agriculture 
Committee ? 

Mr. Karisarvi. If it is necessary to take a position, we will take a 
position. 

The Cuairman. That is not fair to the other members of the com- 
mittee who sat here and heard that. 

Mr. Miter. I do not like this doubletalk. 

Mr. Tumuttry. That is why I called it to your attention. 

The Cuarrman. Mr. Witness, the other members who have left 
thought that you did not take a position, and now you say that you 
have taken a position. 

Mr. Kauisarvi. The position is clearly stated in the statement I read 
yesterday. 

Mr. Casey. Except that the bill you are talking about is the bill we 
have been talking about for 2 days. 

Mr. Kauisarvt. There is no bill before the committee. 

Mr. Casey. The whole substance of the hearings is whether or not 
it is in the interests of the United States to repeal the 50-50 law from 
title I of 480. 
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Mr. Miter. How can you justify the statement you made to Mr. 
Mailliard a few moments ago that you were going to make studies in 
order to come up with certain statements? I think you have forsworn 
vourself, sir. 

Mr. Kauisarvi. Mr. Chairman, there are two phases in this opera- 
tion. 

The Cuarrman. Let me clearly understand. You say you have 
already taken a position, but you told Mr. Mailliard that you were 
voing to study it further so as to be able to state your position. 

Mr. Kanisarvi. The question which Mr. Mailliard raised, as I un- 
derstood it, was on the whole general broad 50-50 legislation. 

The CHairMan. That is what these hearings are on. 

Mr. Kanisarvt. The bill before the Senate is on Public Law 480. 
[| think they are two very different things. 

The Cuarrman. Under the circumstance es, I had better recess the 
committee until 2:30, and you come back, sir, because I want the 
members of the committee to know what the situation is, 

(At 12:25 p. m., a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 


Mr. Robeson (presiding). The Committee will come to order. 

Mr. Casey ¢ 

Mr. Casey. Mr. Kalijarvi, have you had an opportunity to look 
over the portion of the transcript that we had prepared ? 

Mr. Kanisarvi. I had gotten through 3 or 4 pages of it, Mr. Casey. 

Mr. Casey. As I have skimmed it over myself, it seems to me that 
the part that is pertinent to the point we were discussing when we 
adjourned was on the second page of the portion here: 

Mr. MAILLIARD. Then it seems to me, we come back to this question: I have 
read the statement several times and cannot find out from anything you say 
in your prepared statement whether the State Department officially recommends 
the repeal of the cargo preference provisions as it applies to title I transactions. 
You do not say whether you do or not. 

Mr. KatisgArvi. I know; we are back at the point where we were a minute 
ago with the President’s statement, it seems to me, which is the governing 
thing, and also the fact that we are in the process of collecting experience on 
this thing. 

Mr. MAILurArp. But he does not say whether he wants to repeal it either in 
his statement, does he? 

Mr. Karigarvi. No. 

At that point the fair inference from the questions and answers 
that are asked there is that the State Department does not have a 
position and does not recommend the repeal of the 50-50 law from 
title I of 480 at this hearing. 

Mr. Kanisarvtr. Right. 

Mr. Casey, I am concerned about it. I was not correct in my state- 
ment. I did not understand the question correctly, and I did not reply 
correctly. 

Mr. Casry. Would you care to now correct any portion of your 
statement that you made that you wish to correct, or change your 
testimony in any way ? 

Mr. Kauisarvi. Whatever the testimony may be, it ought to be 
ipl to make this position, that the Department has not taken 

‘ position before the Congress with respect to 50-50 as a general 
p rovision. 
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It has taken a position with respect to the repeal of that part of 
Public Law 664 which pertains to Public Law 450, title I, transactions. 
It made that before the Senate. But it has not made it before the 
House. 

We have drawn a.distinction, and it was my intent to draw the 
distinction between the two. 

Mr. Casey. You would not venture to suggest, however, that your 
position would be any different before the House than it was before 
the Senate ¢ 

Mr. Kauisarvi. At thistime I would assume not. 

But these transactions continue. That is, the negotiation of the 
agreements continues. They are under constant study. Our position 
was taken at the end of last year, October, I think. And new agree- 
ments have been going through. They are under constant survey 

Mr. Casey. In your prepared statement you were merely reiter- 
ating the position that you took on the Case-Anderson bill in your 
report to the Senate committee / 

Mr. Kauisarvi. Yes. 

Mr. Casey. Do you have a full copy of the report that you made to 
the Senate committee / 

Mr. Kauisarvi. Would you like me to read it / 

Mr. Casey. Yes. 

Do you have any objection to reading it / 

Mr. Kauisarvi. Not at all. 

This is dated October 26, 1955. 

DEAR SENATOR ELLENDER: Reference is made to your letter of July 21, 1955, 
and to the Department’s acknowledgment of July 25, 1955, concerning S. 2584, 
i bill to exempt sales of surplus agricultural commodities for foreign currencies 
from certain statutes relating to. shipping. 

The application of cargo-preference legislation to the sale of surplus United 
States agricultural commodities for foreign currencies under title I of Public 
Law 480, 83d Congress, has increased the difficulties attending the satisfactory 
negotiation of title I agreements. The Department of State, therefore, supports 
the enactment of S. 2584. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
FLORENCE KIRLIN, 
icting Assistant Secretary 
(For the Acting Secretary of State). 

Mr. Roseson. Mr. Allen ? 

Mr. Auven. Mr. Kalijarvi, would it not be true that the only way 
in which the operation of the statute would impede the consummation 
of the contract would be by reason of the fact that certain American 
ships would have to be used, and does it not follow then that the con- 
tracts might be consummated if foreign ships rather than American 
ships would be used ¢ 

Mr. Kauisarvi. May I have Mr. Barringer answer that question, 
please ¢ 

Mr. ALLEN. Surely. 

Mr. Barrincer. If I understood your question correctly, sir. it 
was that if this provision were removed it would enable the consum- 
mation of certain contracts that have not been completed. 

There are, of course, a great many elements in all of these deals. 
We assume from what other nations have stated to us in connection 
with their principal objection to the cargo preference portion of the 
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whole transaction that were that removed they might have completed 
the contract. 

I don’t think you can say definitely that was the one thing because 
there are so many elements. 

Mr. AtLEN. Nevertheless, is it not true that the only one that you 
propose to remove by your stand is the element of American shipping / 

Mr. Barrrnerer. I do not understand that we are proposing that, 
sir. I do understand that we have pointed it out to this committee, 
as one of the difficulties that has affected a small number of these 
transactions. 

Mr. Anten. Did you not, in effect, say to Senator Ellender that 
these contractors were impeded and, therefore, you recommended 
the elimination of any provision which keeps you to the use of 
American shipping ¢ Is that not what it says in different words? 

Mr. Barrtncer. The position taken by the Department in its letter 
to Senator Ellender of October 26 has been repeated in our prepared 
statement here, sir. 

ALLEN. Does that mean the answer is “ Yes”’? 

Mr. Barrincer. Yes, sir; I think it does. That is a very straight- 
forward reply. 

Mr. ALLEN. If you had said to Senator Ellender that the elimina- 
tion of the provision requiring the use of American shipping will take 
away the impediment to the consummation of the contract don’t you 

virtually imply—not absolutely imply—that the cargo be carried on 
other bottoms, and other bottoms than American will be used? Is 
that not what it amounts to ¢ 

Mr. Barrtncer. In these specific instances I think that is the correct 
deduction, sir. 


Mr, AnLeNn. Then does it not follow that you have said to Senator 
Ellender, “We recommend that the « cargo preference provision should 


repealed because we want the agricultural commodities to move, 
we are saying nothing about the lack of business or lack of cargo- 
urying experience we will give to the American merchant marine” ? 
Have you not decided, in other words, that the disposal of agricultural 
surplus, in the opinion of your Department, is more important than 
ihe maintenance of a certain volume of carriage by American ships? 

Mr. Katisarvi. Mr. Allen, may I answer that question / 

Mr. ALLEN. Certainly. 

Mr. Karasarvi. I think we do not have the business now. There 
fore, it is not a question of whether it is an American bottom or a 
foreign bottom that is involved. 

The fact is that no contract has been forthcoming and no agreement 

is been forthcoming on these. 

ALLEN. Would you not concede that you cannot carry a cargo 
that has already been carried ? 

Mr. Kanisarvt. I do not think I understand. 

Mr. Aten. Following that, do you not concede that, so long as 

lose commodities stay in this country, there is a pessibihite that an 
\merican ship will carry them, but as soon as they are carried other- 

se than by American ships the chance for our participation is lost ? 

Mr. Kanivarvi. Oh, I think that is correct. 

Mr. AtLen. Obviously. Thank you. 

Mr. Casey. I might follow up with another question on the same 
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That is that in all fairness, in response to the request of Senatoi 
Ellender for a report on this particular bill, should there not have been 
appraised in the report the relative difficulties created by cargo prefe1 
ence as against some of these other difficulties that Mr. Barringer has 
mentioned are in the picture as preventing the consummation of deals 
at the present time ¢ 

You say in your report “The cargo preference has increased the 
difficulties.” But apparently there are difficulties there already that 
this cargo preference, in your opinion, has increased. What are the 
other difficulties ¢ 

Mr. Kauisarvi. Perhaps Mr. Armstrong ought to answer that 
question. 

Mr. Armstronc. There are always problems in negotiation. You 
have to reach agreement on the way you are going to use the curren- 
cies; you have to reach agreement on the exc sh: ange rate; you have to 
reach agreement on the quantities of commodities. And'there are a 
number of such items that have to be considered. And sometimes 
these problems exist to such a measure that you could call them 
difficulties. 

In the cases of the three countries that were mentioned yesterday 
and today, the cargo preference was the difficulty, insofar as we knew 
about it. We are not saying that some other difficulty might not 
have developed had that not been a problem. But we do know that 
that was the difficulty in these cases. And this is a factual matter. 

Mr. Casry. In other words, are you in the position of saying that if 
the cargo preference law were made inapplicable to title I that you 
could go ahead and consummate this $40 million worth of deals with 
these 3 countries / 

Mr. Armstrone. In all probability. 

Mr. Casey. What does that mean? How far did you get with your 
transactions before 50-50 was mentioned ? 

Mr. ArmstrronG. Not a great distance, but far enough so that no 
other obstacles were apparent at that time. 

Mr. Casry. In these transactions we are talking about, the $40 
million, you got to the point where you had agreed as to the amount 
of commodities to be sold? 

Mr. Armstronc. The exact amounts were under discussion. But 
the order of magnitude was generally understood on both sides. 

Mr. Casny. What other points did you come to agreement on? 

Mr. Armsrrone. We did not get so far in any of these as to start 
discussing the exact terms of an agreement. But it was perfectly 
clear that it would have been a waste of time to consider the other 
aspects of the situation in view of the position taken with respect to 
the cargo preference. 

Mr. Casry. And, by the same token, you have no way of knowing 
how many difficulties might have been in the picture after you got 
by the cargo preference difficulty, if you could have gotten by it? 

Mr. Armstrone. We have had experience on a good many of these 
negotiations, and we are not of the opinion that there would have been 
other difficulties of such a nature as to prevent the conclusion of thie 
agreement. 

We could be wrong on that, but we are of the opinion that othe 
difficulties, if they appeared, could have been overcome. 
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Mr. Casry. You have had no past experience with these particular 
maritime nations, have you, on selling agricultural commodities / 

Mr. ArmstronG. No. 

Mr. Casry. So your experience in other countries in our other 
transactions may or may not have provided any basis for forming 
opinions as to what difficulties you might have had in connection with 
these particular countries ¢ 

Mr. Armstrong. Well, there are certain problems that arise in con- 
nection with practically any negotiation, such as the exchange-rate 
ore m and allocation of funds and that sort of thing. And we have 
observed across the board in negotiating with many countries that 
there are certain problems that come up as a steady diet. 

In these cases it was not our opinion that these problems were going 
to be of importance. 

Mr. Casry. Is it completely inconceivable that these maritime na- 
tions were using this cargo preference law as the main excuse for 
turning down these transactions when, in fact, they never had any 
intention of going through with them anyway? I say it is incon- 

eivable that that were the case ? 

Mr. Armstrong. It is not entirely inconceivable, but I think 
unlikely. 

Mr. Mamurarp. Mr. Chairman and Mr. Casey, may I ask a ques- 
tion at this point. 

I think Mr. Casey asked whether you had had any experience with 
these nations. Did you not make a title J undertaking with the 
United Kingdom on a prior occasion ? 

Mr. Armsrrone. The answer there, sir, is that we started with 
larger transaction with the United Kingdom, and we eventually 
came down to the one tobacco transaction. And our judgment and 
our understanding was that it was the existence of the cargo prefer- 
ence which made it impossible to do the larger transaction. We did. 

‘eed in doing the smaller transaction. 

he Martizarp. When was that? 

Mr. Armsrrone. In June 1955, we signed the arrangement on the 
S15 million of tobacco. We had been talking about the whole trans- 
action beginning in November of 1954. 

Mir. Marmi1arp. And what was the whole transaction ? 

Mr. Armsrrone. It included several other commodities other than 

tobacco. I have forgotten at the moment exactly what those 
were. 

Mr. Marntiu1arp. Forgetting what the commodities were, do you 
know the amount of the additional, that is, of the total progr am / 

Mr. Armstrone. The total program under consideration was $4714 
milion, 

Mr. Matmuiarp. And you consummated $15 million / 

Mr. Armstrone. Out of the $4714 million. 

Mr. Mattirarp. If I recall correctly, a representative of the De- 
partment of Agriculture indicated that a deal had been made pre- 
viously with the United Kingdom by virtue of some rather unusual 
provisions as to the use of the money, but that, in an attempt to 
repeat the performance on a $20 million deal involving tobacco, the 
hegotiations were now broken down because of the Cargo Preference 
Act. 

Mr. Armsrrone. That is correct, sir. 
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This $15 million is the transaction to which Mr. Garnett referred 
in regard to the defense housing and the other aspects of it, which 
he described. That is the deal that did go through. 

Subsequently there was under consideration another program for 
S20 million which has not gone through because of this, as we under- 
stand it. Therefore, you started with $4714 million, of which you 
vot $15 million, and you have had a possibility of another $20 million 
since then, which now appears not to have much promise. 

Mr. Maitzrarp. Was this $20 million tobacco proposal offered 
on similar terms to the suecessful one in the case of the $15 million ? 

Mr. Armsrrone. Sir, we haven't gotten to the point of terms in as 
specific a fashion as we did on the $15 million, but it was the same 
general approach. 

Mr. Maruu1arp. Then this matter of principle we have been hear- 
ing so much about seems to be somewhat unrealistic. 

If the principle was abandoned in a prior deal, then why should 
the principle which has been already abandoned stand in the way 
of a repetition of a similar occasion ? 

Mr. Armsrrone. I think you have to look at that in terms of 
whether the British Government considered that it had a net advan- 
tage in terms of the transaction. They might have seen a net advan- 
tage in the transaction that did go through. Obviously they did or 
they wouldn’t have made it. And they still had the viewpoint in 
principle regarding the cargo preference. 

Mr. Martirarp. So there was a question of rising above principle 
as long as there was sufficient advantage. 

Mr. Armsrrone. Could be. 

Mr. Mariurarp. That sort. of destroys the principle theory that we 
have been hearing so much about from the Department of Agriculture 
and the Department of State, does it not ? 

Mr. ArmsrronG. The point was made that there was no retreat 
from principle. 

Mr. Mamtrarp. I would like to ask Mr. Kalijarvi, in view of his 
correction of the testimony in our previous exchange, how he would 
answer the question I asked. 

Let me say first, it is correct that you made quite a point of th 
fact that you were now gathering data and experience in operating 
under these two laws. 

Mr. Kanisarvr. Yes, sir. 

Mr. Mariutarp. I suggested, in the form of a question, that if you 
were in the process of gathering data and experience in operating 
under these two laws, would it not be foolish, in your opinion, for this 
committee to consider the repeal of a law when you who must operate 
under it have not had sufficient experience that you are willing to take 
a position 

That question does not stand up now because you have taken a 
position. 

Mr. Katasarvi. It was on Public Law 480 that we did take 
position. 

Mr. Marurazarp. That was what I was addressing. I was very spe- 
cific. T said “under title I.” 

Mr. Kauisarvi. Yes, sir. I find you did, and I find T was not 
responsive. 
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Mr. MaiLuiarp. Still we find this statement of yours that you are 
cathering information or evaluating the information available as to 
your experience, and I would again like to ask you if you do not feel 
that this committee, in considering the repeal of a law already in 
existence, ought not to take action until you can cicenaed to us the 
full information. 

Mr. Kauiarvi. Well, I would say that with respect to, first of all, 
our own position, I hope that we never reach the position where we 
cannot modify it in terms of experience, and that having taken it 
once in connection with one House does not mean that we might not, 
over a period of some months in the course of the legislation, “change 
our views. 

It would be my expectation, that we would perhaps find ourselves 
at the same place we were before the Senate if we were called upon 
to comment before the House at the present time. 

We have assessed this. We feel that the net advantage would be 
a modification in the application of the 50-50 provision for an ac- 
commodation to Public Law 480. That, however, does not apply to 
the total operation, that is the whole 50-50 operation. 

Mr. Mariurarp. I understand that. But now I think I should go 
back to the question I asked you, if I can find it in the transeript 
here, 

I read a portion of your prepared statement, and I quote: 

The Department is convinced that one useful way of reducing the large stocks 
of agricultural surpluses now in the hands of the Government is by overseas 
disposal, 

And I went on to say: 

It seems to me that, if the Department is to be completely fair about this, 

it should be followed by a statement that the Department is convinced that one 


way of keeping the merchant marine going is by carrying these products on 
American ships. 


And we will skip on down here a ways, and then you said: 

I would be very glad to have it interposed at that point in my statement. 

Mr. Kanisarvi. Yes, sir. 

Mr. Matiiiarp. Did the Department of State, in coming to the con- 
clusion in the letter to Senator Eliender, that “the Department of 
State, therefore, supports the enactment of S. 2584” give full and 
proper consideration to its effect upon the American merchant marine / 

Mr. Kanisarvi. May I check for a moment. 

| am informed that in the preparing of that statement that was 
taken into consideration. 

And it was the view of the Department at that time that, over the 
long run, this would not be—that is, the 50-50 provision as pertaining 
to Publie Law 480—would not be in the interest of the American mer- 
chant marine. 

Mr. Tumutry. We can't hear over on this side. 

Mr. Kanisarvi. The Department did take that into consideration, 
ind they figured that, over the long run, it would not be in the inter- 
est of the American merchant marine to maintain the 50-50 provision 
is applicable to Public Law 480. 

Mr. Mariirarp. Can you give us some of the evidence that led you 
to that? I do not mean to be difficult about it, but that is an inter- 
esting conclusion, and I presume that it is based on some facts. 
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Mr. Kauisarvi. I think it is a perfectly fair question. 

I am not prepared to answer it. 

I wonder if | might supply it for the record, or, in some other way, 
be responsive to your query. 

Mr. Casgey. Can Mr. Barringer answer it? 

Mr. Kauisarvi. Mr. Barringer ? 

Mr. Casry. Someone must have been responsible for this position. 
They must have some facts they know about now. 

Mr. Dinceti. May I state something for the record, please. 

I am going to strongly object to having a matter of that sort in- 
serted in the record when it is not possible to question the witness on 
it. I feel that that would be to lard the record with conclusions that 
would not be entirely in conformity with what we have discovered 
so far from the examination of these witnesses. 

Mr. Roseson. I think, as to that statement, Mr. Dingell, we can call 
the witness back if we desire other testimony on the point. 

Mr. Maiturarp. Mr. Chairman, I think it is fairly important that 
we know. 

Mr. Roseson. I will go along with you. I think he should answer 
the question. 

Mr. Mainiiarp. Because they are the gentlemen who one would pre- 
sume are responsible to a considerable extent for the position that the 
Department took before the Senate. And I am sure that, having 
taken that position, they did it with good reasons behind it. I am sure 
they would not do it with a trivial, cursory examination of the problem. 
And this witness has told us that this was considered. 

I think that the comments of the members of the committee have 
indicated that we feel that this is an important thing, and because of 
the wording of your statement and statements. we have had from the 
Department of Agriculture, speaking for myself at least, I have sus- 
picions that the agricultural problem was considered with a great deal 
more thoroughness than the merchant marine problem. And if this is 
not the case, then I would like to see the evidence on which you con- 
cluded that this was of more importance from the agricultural point of 
view than it was from the aac marine point of view. 

Mr. Kauisarvi. Mr. Chairman, I did not have a hand in the actual 
formulation of this letter, but it did come through our shop, and Mr. 
Barringer is acquainted with it. We will attempt to be as responsive 
to your query as we can. 

Mr. Barrincer. Mr. Chairman, part of the facts and circumstances 
on which we based this position were given to this committee this 
morning in some detail. 

There is the fact that there are some 35 pairs of countries that have 
now adopted, in bilateral agreements, a complete restriction of all of 
their commercial cargoes between those countries on a 50-50 basis. 

In addition to that three South American countries were entertain- 
ing legislation of a similar nature. In many of these instances these 
governments and nationals of these countries have pointed to the 50-50 
provisions in the United States legislation as—— 

Mr. Tumutty. May I ask a question at this point? 

Mr. Roseson. I would like to ask him one myself. 

I would like to ask you what assurance you have that they would 
abandon that position if we abandoned ours? 
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Mr. Barrincer. We have, Mr. Chairman, no assurance. But in the 
case of, particularly, these title I transactions which are, in part, a 
commercial transaction, we do remove one of the reasons which they 
state so vehemently when we oppose their discriminations. 

Mr. Rosrson. Maybe this might be an evidence of their acceptance of 
our leadership in this field, in adopting our program. 

But if we abandon ours, and they kept theirs and amplified theirs we 
would be in an even worse position, would we not, with our merchant 
marine? That is if we abandoned the 50-50 and they all have it or 
worse ¢ 

Mr. Barrincer. If they all have the 50-50 on the basis that this con- 
cept seems to be spreading, our merchant marine would be excluded 
from those markets. 

Mr. Casry. That is not the answer to the question Mr. Robeson 
asked, though, and that is if we remove our 50-50 and they keep this 
legislation you are talking about and their bilateral agreements we are 
in worse shape than we were with the 50-50. 

Mr. Barrincer. The answer to the chairman’s question is “Yes.” 

Mr. Ropeson. Mr. Tumulty / 

Mr. Tumuury. Earlier when Congressman Dorn was questioning 
you about these bilateral agreements of the 35 countries you men- 
tioned, the South American countries, you used the expression, when 
you answered him, that “this legislation has been in existence the 
last few years for these various countries.” You did not have the 
dates on this legislation. All of it is not legislation. A lot of it 
is just bills introduced. <A lot of them have not even passed yet. 

Mr. Barrincer. That is right. 

Mr. Tumuury. Why do you not indicate the laws that actually 
exist on 50-50 and when they were passed and those that are just mere 
bills? A lot of bills are introduced in this Congress that have no 
more chance of passing than I have to look like Marilyn Monroe. 

[ was wondering. You are arguing that they are doing this because 
ve did it. ‘The dates would indicate who did it first. Maybe we are 
after them. 

[ may have misunderstood you, But I gather that their legislation 
existed for some time. Some may have been antedating ours and 
some simultaneous and some postdating ours. But you cannot argue 
from the prior existence of something that we took an action or that 
our action caused someone else to do it unless you fix the dates. 

Mr. Barrincer. That is correct, Mr. Tumulty. And if I gave you 
the impression this morning that there was legislation existing I did 
not mean to do so. And I do not believe that in my testimony this 
morning that I made the statement—— 

Mr. Tumutry. We have been using the term “legislation,” assuming 
these bills have passed. 

Mr. Barrincer. I stated that legislation had been introduced. 

Mr. Roseson. I do not believe the witness had finished his statement. 

Mir. Tumutry. He was going to answer about dates. 

Mr. Barrincer. I haven’t got all of the dates before me at the 
noment, Mr. Congressman. However, the trend in other countries 
toward the acceptance of this concept has been intensified over the 
ist few years, 2 or 3 years. 

Mr. Tumutry. Yes, but the objections made by the maritime nations 
were only the latter part of 1954. Hence, the trend existed to 50-50 
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before the objection was made by them, by England, Denmark, and it 
may well have been before 50-50 legislation was passed by the United 
States. 

Mr. Barrincer. That is correct. The trend did exist before that. 
But that.has,been intensified. since, to put it in general terms. 

Mr. Tumutry. By the mere fact that the United States, with re- 
spect to goods which it gives to another nation, or money which it 
supplies to them so they can buy the goods, intensifies this different 
type of trend which is going on; there is no comparability, is there, 
between the two sets of ‘legislation ? 

Mr. Barrincer. There is none, sir. 

Mr. Tumutry. Then there is no argument, is there, to be drawn 
from what the South American countries are doing? There is merely 
the fact that they are doing something similar to ours, but it is not 
in any way comparable. 

Mr. Barrincer. The comparability comes to the application of 
50-50 to title I where this approaches a commercial transaction. 

Mr. Tumvcvry. That is because you people take the British detini- 
tion of the commercial transaction. We asked that of the Department 
of Agriculture. 

Assuming that it was a straight commercial transaction, one can 
see some reason for the British position because if they were buying 
something they would want to take it home in their own ships. But 
the fact remains this is not a commercial transaction as generally 
known, but another way of our supplying money to them so they 
can make purchases. Is that not correct / 

Mr. Barrincer. | think there is a very fine line in there. 

Mr. Tumuvry. If you take the British position you inexorably come 
to your position, don’t you? If you assume their argument you are 
bound to come to their conclusion, 

Mr. Barrincer. Sir, I think it might help clarify this point if we 
refer to the actual title of title I. It is called “Sales For Foreign 
Currency.” 

Mr. Tumuury. That is Just like what we call mutual aid. 
is nothing very mutual about it. 

I mean a rose by any other name smells sweet, and so does garlic. 

The fact remains that in the actual realities of the transactior 
cannot consider this as a commercial transaction such as between 
person willing to buy with his own money for a commodity that 
have, can we / 

Mr. Barrincer. No, sir. 

Mr. Tumutry. But that is the way the British view it, is it 

Mr. Barrincer. Yes. And this is also a view taken by a nun 
of the countries which cite our policies. 

Mr. Tumuvty. I am only using them as an example. But 11 
assume their definition of a commercial transaction you inescapb! 
must come to your conclusion. Isn’t that correct / 

Mr. Barrincer. That is correct. 

Mr. Tumutry. But the facts indicate that you ought not to assu 
that definition because it is a false one, is it not ¢ 

Mr. Barrincer. Mr. Tumulty, your argument is excellently put, 

Mr. Tumvuvry. Will you answer my question, sir? 
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Mr. Barrincer. This is exactly what we have been trying to tell 
them right along. But still I think it is our duty, as the Department 
of State, to report to the Congress—— 

Mr. Tumutry. I am aware of that. But will you answer that last 
question ¢ 
Mr. Barrinerr. As I say, your deduction is entirely correct, sir. 

Mr. Tumeutry. Therefore, it would be expected in a purely objec- 
tive way, looking at the British—and, being Celtic, [ am most objec- 
tive about them—one would assume that they would put their best 
foot forward in this type of negotiation. They would not do anything 
io hurt themselves, would they 4 

Mr. Barrincer. That is certainly a sound assumption. 

Mr. Tumutry. So, therefore, to Just take their proposition without 
hemg critical about it would not be the best of business on our part ¢ 

Mr. Barringer. Certainly not. 

Mr. Tumenry. Do you not think then before we proceed with your 
position in attempting to get legislation passed, which we now know 
follows a line of thought completely identical with theirs, that we 
ought to be certain that we cannot take the position which might be 
more helpful to us than their position 4 

Mv. Barrencer. I think that is correct. And I feel sure our nego- 
tiators have done so. 

Mr. Tumurry. [am not going to pass judgment on them because 
far they have not negotiated anything yet, have they, since the 
=al of the British to be interested / 

Mr. Barringer. There is the one transaction which has been men- 

tioned before. 

Mr. Tumurtry. That was the gift, was it not ? 

Mir. BarrinGcer. No, sir. 

Mr. Tumurry. That was the one transaction where they bought 
er this—— 

There were two transactions mentioned, I take it. One was where 
you gave it to them: and another was an opinion by the Attorney 
General that was circumvented. I am not going into it. One was 

vift.as I understood it. 

Mi. Casey. Actually it was not a gift. It was that tobacco trans- 
action where they built the military housing. 

Mr. Tumunry. That is right. There were two transactions, one 

ere we built the cst al for them. 

Mr. Casry. Mr. Barringer has not finished his answer to the ques- 
tion as to what evidence did he take into account, what facts did he 
take into account in appraising the effect of dropping 50-50 on our 
American merchant marine. 

\ll he has given us so far are these—— 

Mr Tumutty. I was about to ask this question, Mr. Casey 
| have taken a lot of time, but, after all, it is very viti a to all of us. 
You take no position, as you say; you are not saying one way or 

the other what should be done with respect. to Public Law 6647 

Mr. Katasarvi. Not on the whole. On Public Law 480 we have 
— n & position. 

. Tumurry. You have taken a position on Public Law 480? 

Mr Karnisarvi, Yes, sir. 

Mr. Tumutry. But not on Public Law 664? 
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Mr. Karisarvt. On that part of it which applies to— 

Mr. Tumutry. Do you mean that you are neutral about it or do you 
mean by that statement that you are just not saying where you stand’ 
There’s a difference between the two, isn’t there ? 

Mr. Kaxtsarvr. I think where we find ourselves is that we are con- 
cerned about it, that we are gathering evidence, we are waiting for 
a report. 

And we have before us this statement of the President: 

I am hopeful tht the Department of Commerce’s study will result in some 
sound suggestions for the maintenance by direct means of a merchant marine 
adequate to the requirements of the United States. 

Mr. Tumutry. I repeat my question : 

Are you just taking no stand or are you people actually neutral 
in this regard? Are you in a position where you have an open mind 
on the subject ? 

Mr. Kauisarvi. I think we have an open mind, I would hope we 
have an open mind. 

Mr. Tumutry. Let’s look at your statement and see if you can point 
one thing out to me in this statement where you say one thing which 
would in any way indicate that the so-called 50-50 should be law, 
might have some merit to it. Is there a single item in there which 
would indicate any factual situation where you might be able to say 
it would accrue to the meritoriousness of the 50-50 shipping law? 

You won’t find it, I am sure. 

Mr. Kaxisarvi. No, I know, but 

Mr Tumutty. All right. 

But yet if you go over your statement paragraph by paragraph you 
introduce statements by the President and statements of fact which 
you say exist, and also innuendo as to the future, which indicate that 
the 50-50 law is an obstacle and a difficulty. Is that not correct ? 

I can go over the statement with you. 

Mr. Kauisarvi. No, I don’t think that is necessary. 

There is no intention to make innuendo here. 

Mr. Tumutry. I do not mean to use that word as an accusation. 
just mean the inference to be drawn from the statement. 

Let me show you what you do. 

In other words, you disclaim any interest, but in your discussion of 
the facts you only marshal those facts which would injure the law, and 
you don’t mention one fact which in any way might support it. 

Is that not true? If it isn’t, point out to me where I am wrong 
in your statement. 

Mr. Kauisarvi. We were confronted with a question. 

Mr. Tumutry. I am not concerned with what was confronting you. 
I am concerned with the question confronting us now. 

Is what I just said a fair statement of the text of this statement of 
yours ¢ 

Mr. Karisarvi. We were asked to come here by the chairman. 

Mr. Tumutry. I know that. 

Mr. Kauisarvi. To testify on the so-called Public Law 664 and so 
called 50-50 shipping law. 

Mr. Tumutry. Would you stop there for a moment. 

I don’t like to interrupt you. But would you use as a synonym fo! 
the words “so-called 50-50 shipping law” the expression “the appli 

cation of cargo preference legislation” ¢ 
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Mr. Kaursarvi. Yes, I think that is part of the title. 
Mr. Tumutrty. All right now. 
Therefore, on page 2 you say: 


The application of cargo preference legislation to the sale of surplus United 
States agricultural commodities for foreign currencies under title I of Public 
Law 480, 83d Congress, has increased the difficulties attending the satisfactory 
negotiation of title I agreements. The Department of State, therefore, supports 
the enactment of S. 2584. 

Take the words “cargo preference legislation” which you said were 

£0 |} £ d 
a synonym for “50-50 shipping law” and put them in your first state- 
ment and you will see that: 


On January 17 the chairman wrote the Secretary of State that this committee 
would conduct hearings on the operation of Public Law 664 


and I will use your words— 

cargo preference legislation, in relation to Government export and import pro- 
grams With particular regard to its possible effect on the export of surplus agri- 
cultural commodities under Public Law 480. 

Have you not explicitly and definitely taken a stand? 

There is no question about it, in this very document here. 

Mr. Kauisarvi. Mr. Congressman, if we have taken a stand the com- 
mittee’s chairman has taken a stand. 

May I read the first paragraph of the chairman’s—— 

Mr. Tumvuury. Using your own language, doesn’t that clearly and 
unequivocally show that you knew exactly what you were doing? You 
knew exactly that you were against the so-called 50-50 shipping law, 
and that when you say Public Law 664 you mean Public Law 664, 
cargo preference legislation. 

That is the thing you were against in the Senate. 

Mr, Kauisarvi. As applied to title I. 

Mr. Tumutry. Exactly. 

Mr. Kaursarvi. But I must call the attention of the committee once 
again to the fact that I have used, in my opening paragraph, the exact 
words of the chairman’s letter to the Secretary, asking us to appear 
here. ‘Therefore, any construction that is placed upon that language 
there is a construction which apples to the committee as well as to 
ourselves. 

Mr. Tumutry. Except that we did not take a stand. We did not 
say, as you did, that the application of cargo preference legislation— 
or, in your language, the synonym, 50-50 legislation—to the sale of 
surplus United States agricultural commodities for foreign currencies 
under title I of Public Law 480, 83d C ongress, has increased the difli- 
culties attending the satisfactory negotiation of title I agreements, and 
the Department of State, therefore, ‘supports the enactment of S. 2584. 

Mr. Karisarvi. That is right: 

Mr. Tumuury. So that clearly and definitely says, when you substi- 
tute the language on page 1 for this language, that you are opposed 
to Public Law 664 or the so-called 50-50 shipping law in relation to 
Government export and import programs with particular regard to 

its possible effect on the export of surplus agricultural commodities 
under Public Law 480. 

Mr. Kanigsarvi. I think that is a possible construction. 
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Mr. Tumcutry. Let us take, for example, the message from the Presi 
dent here. He says: 

It appears that the major purpose of 8S. 3233 is to confirm on a permanent basis 
policies we have been following for a number of years. United States vessels 
are already carrying better than 50 percent of aid cargoes and cargoes resulting 
from the Government's stockpiling program. However, certain provisions of 
this legislation cause me concern, and I hope the next Congress will reconside1 
them. I refer particularly to the provision with regard to currency converti 
bility which, if it applies to title 1 of Public Law 480, 83d Congress, would handi 
cap the disposal of United States agricultural products abroad, and to the 
provision with regard to offshore procurement which, by forcing United States 
vessels into trades in which they normally do not operate, could increase the 
cost of the aid program. 

Is not that statement an indication—and you stand on the Presi- 
dent’s statement—that some of this 50-50 legislation should be recon 
sidered? Is that not a fair inference to be drawn from that / 

Mr. Kauisarvi. I would construe this to mean that the President had 
some concern as to how this law would affect Public Law 480, 

Mr. Tumucry. Exactly. 

So, therefore, it might be one of those that should be reconsidered / 

Mr. Kauiwarvi. That is right. 

Mr. Tumuttry. Now we will take the next statement on the latter 
part of the page: 

Since that time it has been held that the provisions of Public Law 664 apply 
to operations under title I of Public Law 480. And, as indicated by the Depart- 
ment of Agriculture, this provision has been an obstacle to the conclusion of 
some negotiations. 

Another fact indicating the taking of a position. 

Mr. Kauisarvi. Oh, yes. 

Mr. Tumuury. There is no doubt about that? 

Mr. Kanisarvi. Oh, yes. 

Mr. Tumevry. Then, without burdening you further, you mention, 
on page 5: 

We understand that they— 
meaning the foreign countries 
may see a short-term advantage in a Public Law 480 transaction, but at the 
same time a long-term disadvantage to their merchant marines in the aeceptance 
of cargo preference. 

Indicating there justice to the position, merit to the position of the 
foreign nations. Isn’t that so? 

Mr. Kanisarvi. If that is your interpretation it certainly wasn’t 
Ours. 

We attempted to be as factual about this report as possible. 

Mr. Tumvuvry. You are saying you understand them. 

Mr. Kauisarvi. That is exactly it. 

Mr. Tumcutry. When you say you understand someone you indicate 
they have some merit to their position, don’t you / 

Mr. Karisarvi. Not necessarily at all. 

Mr. Tumvutry. You don’t? 

Mr. Kaxisarvi. No; not at all. 

Mr. Tumuury. You did not add here, did you, that “We under- 
stand also that there may be some problems with the American mer- 
chant marine should the 50-50 law be repealed” 
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If you were being factual about it 7" you not have put that in? 

If we are being ‘fair wouldn't we put both sides in? Why would 

vou put just one side in? 
’ Mr. Kauisarvi. I think there would be no difficulty about it from 
our standpoint in putting in that it would present a problem. How- 
ever, We Were commenting upon the effect, we thought, of Public 
Law 664 on Public Law 480. 

Mr. Tumutry. I am not quibbling. But could you in any way say 
that this statement was objective and impartial and a dispassionate 
relating of facts? 

Mr. Kauisarvi. I think it is in terms of our experience. 

Mr. Tumutry. Despite the fact that you cannot point out one single 
item in it which might indicate the meritoriousness or the feasibility 
of the 50-50 shipping law ¢ 

Mr. Ray. Will the gentleman yield ¢ 

Mr. Tumuury. As soon as he answers the question. 

Mr. Kanisarvi. I think that we were concerned with laying before 
the committee the experience that we had had with respect to nego- 
tiations. We were doing it on the best possible basis that we could; 
that is the most objective possible basis. 

Mr. Tumutry. Then, if I may say, I take it you have no experience 
with the 50-50 shipping law which might be an argument in favor 
of it? 

Mr. Kanisarvi. No; I would not want to say that. 

Mr. Tumutry. You did not include any such statement, if it exists, 
in your statement, did you? 

Mr. Kaxisarvi. No, sir. 

Mr. Tumutry. So that if there is a factual situation with which 
you had had experience which might indicate that the 50-50 law 
should be retained, vou did not include it in this dispassionate state- 
ment of yours 4 

Mr. Kanisarvi. We were confronted with what we have already 
indlicated—— 

Mr. Tumuury. Could you answer that / 

Doesn't the question answer itself really / 

You didn’t, did you? 

Mr. Kanisarvi. I do not think some of those questions are answer- 
able either ves or no. 

Mr. Tumeury. I do not mind your explaining it except that I think 
there should be no reason why a man cannot take a position one way 
or the other in respect to something. We have to do it all the time. 

Mr. Kattsarvi. Would you mind re peating your question again ‘ 

Mr. Ray. I wonder whether the questions you are now asking are 

ot the questions that Mr. Mailliard asked this morning, to which the 
vitness said he would gladly amend his statement to include the 
itter that you say is omitted. 

Mr. Tumutry. The purpose of this line of examination is to show 
something which I a not think should be done, to come in and say 
you are not taking a position, and then to give every reason why 
something should not be done, and to pretend you are neutral. 

It is just like my saying * You should vote for Ray. But, if you do. 

sa Republican and everything will go bad. I am neutral about it, 


= ot 1:3 


al an 
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but he beats his wife. He’s a nice fellow. He raided a bank, but, 
please, I am dispassionate about it.’ 

That is what I am driving at. That is the only thing I am inter- 
ested in. 

If he is for it he should say so; if he is against it he should say 
he is against it. 

We have to make up our minds. But they come in here and say 
“You do it. On this law we are not saying anything, but look at the 
experience we have had.” 

That is objective? 

It is like someone saying to me “You ought to go on a diet, but 
think of all the fun you would miss. Think of the butter you won't 
get. Really its up to you. You'll never get elected because they don’t 
like skinny people where you come from.” 

I won’t pursue it any further. 

I am not blaming the man for the tactics except that I think the 
State Department ought to use its diplomacy on the British and not 
on its own Congress. 

Save the doubletalk for the brothers across the seas. 

Mr. Mitier. I say amen to that. 

The Cuarrman. Mr. Mailliard, have you finished? The witness 
has not answered your question. 

Mr. Mariirarp. I think the witness started to answer the basic 
question, which was what consideration was given to the problem of the 
merchant marine in coming to the conclusion that the Department 
of State should support this particular bill. 

I think you got to the point where you indicated that, in your 
opinion, it was not to the interests of the United States merchant 
marine to apply 50-50 to title I operations. But I think you got only 
about halfway through your explanation. 

Mr. Tumutry. Yes, I think I stopped him. 

Mr. Mariurarp. I would like to hear the remainder of it. 

Mr. Barrtncer. Mr. Chairman, I think I referred to this growing 
tendency on the part of a great many other countries to exclude the 
United States merchant marine from their trade, using as an excuse 
the fact that the United States lead in applying the 50-50 concept 
to what they term—I emphasize that they term it—commercial cargoes 
gives them a comple te basis. 

This trend, if continued for a lengthy time, may very conceivably 
outweigh the advantages of the application of 50-50 to title I. 

Mr. Casey. Is that the sum and substance of the facts upon which 
you based your conclusion that it was better to remove the 50-50 law 
from title I than it was to keep it ? 

Mr. Barrrncer. May I add to that, in addition to that, of course, 
the obstacles and difficulties on which we spend so much time in these 
transactions in certain areas. 

Mr. Maruurarp. May I continue on that one, Mr. Casey, because 
this is important. 

You state that asa conclusion. That really is not evidence. 

In other words, what I am getting at is did the Department of 
State consider the degree or the amount of benefit that accrues to the 
American merchant marine from applying 50-50 to title I, and did 
the Department of State make an attempt to evaluate the losses to the 
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American merchant marine from these various activities of other coun- 
tries? Or was this just an opinion ? 

[ mean do you know what the dollar value is? Or the cargoes that 
are involved in the two alternatives? 

Mr. Barrincer. It is our belief, Mr. Congressman, that no one can 
evaluate the deleterious effects of a trend like this on a worldwide 
basis and arrive at any dollar figure that could offset the dollar advan- 
tage of the application of this concept to title I. 

Mr. Matu1arp. Then this is a completely unsupported opinion. 

Mr. Barrincer. It is obviously a judgment, sir. 

Mr. Mauutarp. A judgment based on what, besides intuition ? 

Mr. Barrincer. Based on growing evidence throughout the world 
hat other nations are using this as ustific ation for many other dis- 

criminations which affect adversely our merchant marine. 

Mr. Mamurarp. Sir, I just wonder what you are talking about here. 

How much Ameri ican trade, that is American-flag shipping, cargoes, 
is affected by 1 or 2 South American countries electing to carry 50 
percent of their cargoes in their own ships? 

Mr. Barrincer. There could be an analysis made. And we will 
be very glad to supply it for the record. 

Mr. Mariirarp. But was it made? 

Mr. Barrincer. Of each individual country. 

Mr. Matnitarp. But was it made when you came to this conclusion ? 

Mr. Barrtncer. In individual cases, yes; I am sure that we do have 
some figures available in our files that were the basis of this conclusion 
which was drawn from the global picture. 

Mr. Mamuiarp. Do you have even a rough idea as to how much of 
the trade would be affected by these provisions that is now carried by 

American ships / 

Mr. Barrincer. We can supply that for the record, sir. 

Mr. Mariutarp. I am really not so much interested i n supplying 
lot of information from the record as much as I am in examining 
what factual information you had available to you at the time the 
by irtment of State made the decision to support this particular piece 

legislation in its representations to the Seante committee. The 
tects themselves are really not so important to this discussion as 
whether you had them or not. 

Mr. Barrtncer. There were two sets of facts available, sir. One I 
have talked of, which is the general growing trend toward the adop- 
tion of this principle by other countries. The other is the e xpressed 
deleterious effect on some of the sere: programs. 

Mr. Maititarp. Your fact No. 1 is this trend which you have dis- 
cussed, which, incidentally, we ole quite a good deal of on our trip 
to Europe in August, where we discussed this matter with British 
officials and others. 

The point I am trying to speak to now is did the Department of 
State have any reason: able estimate of what the specific deleterious 
effect on the American merchant marine would be if this trend 
continued ? 

Mr. Barringer. I do not believe it is possible to reduce that to 
spe cifies. 

Obviously, if this is adopted on a worldwide basis, the effect would 
be apparent. 
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Mr. Mamu1arp. Well, of course, I think you would grant that this 
will not be adopted by the major maritime countries because it would 
be of no conceivable use to them. Their own trade is a relatively 
minor part of their source of revenue, from their maritime activities. 

So even if this were continued by the Philippines and Chile and 
Nicaragua and a few others that don’t have any ships, what effect 
could this have on the American merchant marine / 

I am not asking that you give specific figures, but some kind of a 
considered opinion as to how important this is to the American mer- 
chant marine. 

Mr. Barrincer. It certainly is our deduction, from the facts avail- 
able to us, that the increase of this trend throughout the world could 
have nothing else but a long-range deleterious effect on our merchant 
marine. And we can supply specifics in various parts of the world 
to you, sir. 

Mr. Mamuiarp. Mr. Chairman, I would certainly like to see it sup- 
plied, and I am not at all sure that we shouldn't ask to reexamine the 
witness. 

The Cuamman. They would be the facts that they had when they 
appeared before the Senate. 

Mr. Maiu1arp, That is exactly what I want. 

The CHarrman. To be sure they have not forgotten them by now. 

Isn’t that the answer to your question / 

Mr. Mamuiarp. Yes; that is the thing that disturbs me. 

The Cuarrman. What facts did you have when you appeared before 
the Senate ¢ 

Mr. Mamzirarp. I want to find out what they knew about the subject. 
That is what is bothering me. 

The CHairman. What facts did you have to base the report you 
made tothe Senate on? That is what the answer to the question Is. 

Mr. Casry. For example, did you know how much loss in revenue 
would result to the United ste ites ships if 50-50 were removed 4 

How much loss in dollars? How much loss in cargo would there be 
if we removed 50-50 ? 

Mr. Barrincer. No; we did not have that. 

Mr. Casry. Let me ask you a couple more questions as to what you 
did have. 

Did you know what the effect would be on the tramp fleet of 
United States ¢ 

Mr. Barringer. As a generalization, obviously we know that the 
tramp fleet would be more affected than the liner fleet. 

Mr. Casry. Would we have any tramp fleet without 50-50? 

Mr. Barrincer. I believe that if that tramp fleet were on a trul) 
eee ae they would be able to carry some of that cargo. 

Mr. Casey. They are not on a truly competitive basis; are they 4 

Mr. Barrtncer. Not at this time, sir. 

Mr. Casry. Is there any way they can possibly exist without the 
60-50 legislation at the present time? 

Mr. Barrincer. I don’t know whether the entire fleet would be put 
out. Obviously a large portion of that fleet Se Ey wg ake pry 
time, were there no other means of support ing that fleet, of a considera 
ble amount of cargo. 


Mr. Casry. Did you consult with anyone in the shipping industry to 
get their opinion as to what the effect v ould be on the tramp fleet / 
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Mr. Barrincer. Yes,sir. We consulted with the shipping industry, 
and we have consulted with the maritime administration at the time. 

Mr. Casry. What did they tell you about the effect on the tramp 
Heet ? 

Mr. Barrincer. They took the position that the tramp fleet at this 
time needed this cargo. 

Mr. Casry. Did they take the position that the tramp fleet would be 
virtually eliminated if 50-50 legislation were repealed / 

Mr. Barrrncer. | have never heard the concept of virtual elimina- 
tion, sir; no. 

Mr. Casey. And did they give you any idea as to the amount of 
revenue that would be lost to y the United States ships if 50-50 were 
removed at the present time ? 

Mr. Barrincer. We are talking about title I, are we ? 

Mr. Casey. That is right. 

Mr. Barrincer. No. | don’t think that at any time there was any 
figure given as to the possible loss of revenue on title I. 

Mr. Casry. Would not those facts be essential before you formed an 
opinion that it was more in the interest of the United States to remove 
50-50 from title I, having in mind the possible effect as far as foreign 
exchange and cargo preference is concerned, and also the impediment 
to disposal of surplus commodities ¢ 

I believe that is what you are driving at? 

Mr. Maiturarp. Yes. 

The Cuatrman. It is hard to get the information we want from you 
gentlemen. It seems you have for gotten it. 

(The information is as follows:) 


Congressman Mailliard and the Department’s representative were discussing 
the possible adverse effects upon the United States merchant marine of a trend 
to extend the principles of United States 50-50 shipping legislation to com- 
mercial cargoes. AS was suggested in the testimony, it is difficult to determine 
the dollar value of particular trades or the volume of traffic now obtained by 
the United States merchant marine which might be affected by this trend. 
It is possible, however, to indicate certain general considerations upon which 
the statements of the Department’s representative were based. 

The Department of State views with concern the extent to which many 
nations of the world are endeavoring to control, by governmental action, opera- 
tious of mereantile shipping which preferably should be handled on a com- 
mercial basis. Since World War II a number of smaller nations have taken 
steps of one sort or another toward the creation of national merchant marines. 
In many cases such nations are not maritime by tradition or aptitude. In 
some cases they are nations of recent formation. In others they are countries 
which heretofore have been concerned primarily with their internal develop- 
ment and therefore content to depend for their shipping services upon the tra- 
ditional maritime nations, as was the United States three-quarters of a century 
azo, 

For reasons of national prestige, or in hopes of securing other or cheaper 
service, or perhaps because of problems of foreign exchange, each of these 
countries has embarked upon a policy of building up a merchant marine under 
its own flag, at whatever cost. It follows that if these new fleets are in due 
course built up in numbers, and if appreciable cargoes are attracted to them 
by one means or another, their gains in cargo carriage must represent a loss 
to the longer established fleets, including that of the United States. 

International water transportation is an acutely competitive industry in 
normal times. Experienced management and utmost economy are requisites 
for success. It is safe generalization to say that countries which are newcomers 
in the field, which do not have behind them either a long tradition of the sea 
or a highly industrialized economy, cannot operate national fleets initialiy on 
a basis of pure economics; they must give those. fleets artificial governmental 
support of some nature for a long time. 
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In a few cases this support may take the form of a quasi-governmental, or 
even fully governmental, fleet, with losses borne by the National Treasury. 
In most instances the apparent trend is toward preferential cargo controls in 
favor of the national merchant marine. This has the attraction of not requiring 
a direct outlay by the Government in the form of a subsidy whose extent would 
be a visible and perhaps serious debt against the National Treasury. 

Any system of cargo quotas is not only a support for national tonnage but is 
a burden on all other tonnage engaged in trade with the particular country, 
because it establishes a limit to what they may carry. Such quotas therefore 
not only burden the economically justified fleets but burden the trade itself by 
forcing it into channels other than those of its own selection. 

It may be added in this connection that, together with the trend toward the 
creation of merchant fleets which are in large measure direct wards of the state. 
there is an equally disquieting trend toward direct participation of some govern- 
ments in commerce. This has the effect of breaking down the distinction be- 
tween governmental cargoes (such, for example, 1s those covered by the act of 
April 28, 1904) and what should properly and normally be considered as com 
mercial cargoes. 

It should be emphasized that all of the developments referred to in the fore 
roing are of comparatively recent date. It is to be doubted if any serious effect 
of these policies has been felt by the United States merchant marine. As was 
indicated in the testimony of the Department’s representatives, such effect is 
impossible of precise evaluation in dollars and cents at this time. The Depart 
ment can only state that the trend is obvious, is continually growing and, in the 
Department’s opinion, once firmly rooted it will be difficult or impossible to 
eliminate. 

It may also be stated that the various nations which have declared themselves 
determined to carry in their own ships at least one-half of their foreign com 
merce might very possibly have adopted that policy irrespective of any action 
on the part of the United States, and, as a corollary, that abandonment of any 
cargo preferences by the United States very possibly would not result in similar 
action on the part of any other country. 

The State Department, in accordance with the historic policy of this country 
of utmost freedom of sea trade, must necessarily regard the long-range prospect 
with apprehension as to its effect on both United States commerce and the 
United States merchant marine. The Department fully realizes that both the 
objectors to our Cargo Preference Act and those who use this legislation as 
justification for a broader quota system do not distinguish between govern- 
mental and commercial cargoes. Nevertheless, the Department is obliged, when 
asked, to express its view that all necessary aid to the United States merchant 
marine should preferably be extended in a manner other than by a system of 
cargo quotas, however legally justified. 

Mr. Casey. I think it is a little different than that. I do not 
believe they have ever made the study because they really testified 
that they were not competent in the field of maritime subsidies, at 
least to figure out an alternate solution to this. And I think that 
Mr. Kalijarvi testified that he felt that any agency should have all 
of these facts at hand before they made any recommendation to 
repeal 50-50 from any part of our programs. 

Did you not, Mr. Kalijarvi? 

Mr. Kanrisarvi. I said that we felt we ought to have the benefit of 
the study that is to be made of this before we formed a conclusion 
with respect to the 50-50 legislation. 

Mr. Casry. Then I cannot understand why you made the report 
to the Senate committee before you got the report. 

Mr. Kauisarvr. That was on Public Law 480. 

Mr. Casry. I don’t care what it was on. You recommended the 
repeal of 50-50 from Public Law 480 without knowing whether 
there was any acceptable substitute for the 50-50 law. 

Mr. Karisarvi. We recommended the position that we did on the 
basis of our experience in foreign relations and with the other coun- 
tries. 
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Mr. Casey. But it had nothing to do with the American merchant 
marine. 

Mr. Katisarvi. We would assume that the overall position of the 
Administration on this, which had to be cleared through the Bureau 
of the Budget, would bring into consideration, through other agen- 
cies, that kind of information. 

Mr. Casry. That is fine. 

Would you defer to the Maritime Administration and the De- 
partment of Commerce who are the qualified agency of this Govern- 
ment so far as the merchant marine is concerned with respect to the 
effect of repeal of 50-50 on the American merchant marine? 

Mr. Katisarvi. I think we should. 

Mr. Casry. You think you should. Is that sufficient for your 
purposes ¢ 

Mr. Martirarp. Yes. 

The CuatrMan. Let me ask you one question. 

You say you are going to get some more facts. Is that going to 
amend your report that you made to the Senate ¢ 

Mr. Kanisarvi. Presumably, when the legislation comes here, we 
will be called upon 

The CHatrman. You keep harping on that. We are discussing 
a general subject in anticipation of the legislation. There is no 
(difference in having a bill before us. We know what the Senate 
proposal is. It is as if it were laying here before us. So dodging 
around that does not draw any water w ‘ith me at all. 

Mr. Karisarvi. I do not intend to dodge. 

The Cuatrman. That is what you keep coming back to. 

I am just surprised. 

Did you finishing answering Mr. Mailliard ? 

Mr. Mariurarp. Yes. 

‘The CuHarrman. Mr. Allen. 

Mr. Auten. Mr. Kalijarvi, there have been statements a number 
of times that this tobacco transaction was the last. It is not true 
that within the last few days there have been a number of tons of 
butter and cheese sold to the United Kingdom by the Department 
of Agriculture ? 

Mr. Kaxisarvi. I would have to turn to Mr. Armstrong for that 
answer. 

Mr. Armstrone. Sir, there have been no products sold to the United 
Kingdom under title I of Public Law 480 except the tobacco which 
we have previously mentioned. 

There are, of course, sales, commercial sales, by the Department of 
Agriculture or by private exporters to the United Kingdom at all 
times, 

Mr. Auten. Do you know of a sale within the last day or so of a 
number of tons of butter and cheese? It was on one of the wire 
services. 

Mr. Armstronea. I am not informed on that transaction. 

Mr. Mitier. Mr. Chairman, I want to ask Mr. Barringer one 
question. 

The CHarmrMman. Yes. 

Mr. Miiier. In answer to Mr. Mailliard you referred to the 50-50 
and you said “This and many other discriminations.” 

Would you enlarge on what you mean by “and many other dis- 
criminations” ? 
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Mr. Barrincer. | think, as the United States shipping fraternity 
well knows, foreign governments use a good many ways to favor their 
own merchant marines, such as port preferences, ‘dockage preferences, 
consular invoice preference, and soon. There are a series of them, and 
i can supply you with others. 

Mr. Mintzer. That is not necessary. But how long have these prac- 
tices been in effect ? 

Mr. Barrincer. They have been in the postwar years an increas- 
ing quantity throughout the world. 

Mr. Mucer. That has been in effect for a very long time‘ 

Mr. Barrincer. Yes, sir. 

Mr. Mitier. Far antedating the passage of the 50-50 law? 

Mr. Barrincer. Yes. 

Mr. Mintzer. Then you are not going to come here and try and tell 
us that those practices, which are very old practices, are having an 
effect or are being reintroduced to help weight this thing, are you! 

Mr. Barrincer. I would say that those practices—and I did not 
intend in my testimony to indicate that they were a direct outgrowth 
of our 50-50 legislation 

Mr. Miuter. Then when you very glibly used that “this and many 
other discriminations” you had no basis for that because those were 
these old practices, and it was just a little addendum to the statement. 
A little gratuitous statement put in. 

Mr. Barrincer. It was not so intended, s 

Mr. Mititer. What ? 

Mr. Barrincer. It was not so intended. 

Mr. Miuier. It was not so intended. 

In other words, we still don’t know just what is fact and what is 
wheat and what is chaff in the whole conversation then, do we! We 
have to determine all this. You have not come clean with us, in other 
words, have you 

Mr. Barrrncer. It has been my intention to do so. 

Mr. Dincett. Will the gentleman yield? 

Mr. Mixer. I won't press it because I do not want to embarrass you. 
I am only sorry that some of us who are not lawyers but accountants 
and professional people cannot talk the same language as the State 
Department and understand and interpret the vary high patois that 
has come into our usual life. I have experienced it other places. 
Maybe that is the trouble. 

We should take a little course in this. We should take a little 
course in State Department English so we know what they are talking 
about. 

Mr. Maruuiarp. Bureaucratic semantics. 

Mr. Dinceix. Will the gentleman yield? 

Mr. Mitier. I am through. 

Yes, I yield. 

Mr. Dinceww. Is it not a fact that some of these restrictions on 
carriage and seeing to it that the country of origin of the product 
carries most or all of the products of that country actually go back 
as far as the Revolutionary War and previous to that time? — Was that 
not one of the causes of the Revolutionary War, as a matter of fact‘ 

Mr. Barrincer. I think—if you go back into history, sir—you will 
find that as long as 3,000 years ago there have been national prefer- 

ences. 
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Mr. DinGet. So this is actually much older than even previous to 
this last World War. 

Mr. Barrincer. Oh, yes, sir. 

Mr. Casey. Are there any of these countries that you are talking 
about that apply preferences to aid cargoes only ? 

Mr. Barrincer. Very few of them have aid cargoes, sir, if any. I 
don’t think of any of the ones that have introduced legislation or 
who are talking about legislation that have emanating aid cargoes 
as exports from their countries. 

Mr. Casry. In other words, the restrictions you are talking about 
are restrictions on their overall exports and imports, on commercial, 
(government or whatever basis you might want to have / 

Mr. Barrincer. That is entirely correct. 

Mr. Casey. And there is no question but that there is nothing in 
the 50-50 law that applies to commercial cargoes in the United States / 

Mr. Barrincer. Certainly not. 

Mr. Casey. Did you know that at the present time the American- 
flag fleet is only exporting 16 percent of our overall exports and im- 
ports, including Government cargoes, even with 50-50? 

Mr. Barrtncer. Yes, sir. That figure has come to my attention. 
You were good enough to give it to me earlier, sir. 

Mr. Casey. Let me ask Mr. Kalijarvi: 

Notwithstanding your correction of the statements that you made 
earlier, the impression that I do get in that you did feel that Agri- 
culture was the one that, as you say, must essentially speak on the 
experience under title I of 480 with respect to the effect of 50-50 on 
that law ? 

Mr. Kanisarvi. I think that is true. 

Mr. Casey. You have been here Tuesday and Wednesday and have 
heard Agriculture’s testimony on their operations and the effect of 
)0-50 on title I of 480% 

Mr. Kanisarvi. Yes, sir. 

Mr. Casrty. And do you know more now than you did before you 
came in here about the effect on the program 4 

Mr. Karisarvi. I hope that I know a great deal more. 

Mr. Casry. And the facts that you have learned during the course 
of this hearing, will they be taken into consideration in any future 
position that you might have on the question of whether title I should 
be exempted from 50-50? 

Mr. Kauisarvi. They certainly will be brought to bear on any judg- 
ment that I have on this matter in the future. 

Mr. Drnceti. I hope Mr. Kalijarvi here will be around while the 
Maritime people testify so he may receive the enlightenment which 
he will get from their testimony, too. 

Mr. Casry. I have no further questions. 

Mr. Totterson. We are getting enlightened, too. 

The Cramman. Were there any programs initiated or approved 
by the State Department that subsidized the maritime fleets of the 
nations in question ? 

Mr. Katisarvr. I do not know of any such, Mr. Chairman. 

The CHarrman. Did the State Department have anything to do 
with giving ships to certain nations ? 

Mr. Karizarvr. I do not know. I would have to find out. 
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The Cuamman. Who did? 

Mr. Kauisarvi. I do not know, Mr. Chairman. 

The CHarmman. You do not know whether any of our Government 
agencies transferred any commercial ships to foreign nations, or made 
available funds to foreign nations to build ships to compete with the 
American merchant marine? 

Mr. Kanisarvi. I do not know, Mr. Chairman. 

The CHarrman. And there never has been any approval of any 
of that program by the State Department ‘ 

Mr. Kauisarvi. That I don’t know. 

Mr. Dinceti. Mr. Chairman / 

The Cuarrman. I think we have got about all we can get out of 
this witness. 

Mr. Dincett. May I ask a couple more questions 

The Cuaimman. A lot of it is repetitious. 

Mr. Dincexy. I will try to avoid any repetition. 

The CHarrkMAN. Yes, si 

Mr. Dinceix. I want to caine to this business of 16 percent of our 
cargoes going in our own bottoms. 

You are familiar with that? 

Mr. Kautsarvi. I have just heard that for the first time today. 

Mr. Dinceitx. Particularly what part of the State Department are 
you associated with, sir? 

Mr. Kauisarvi. The economic area. 

Mr. Drnceixi. The economic area. 

Is it a fact that it is the duty of your department or division within 
the State Department to concern itself with American foreign trade? 

Mr. Kanisarvi. Yes. We have a division for that purpose. 

Mr. Dincext. And are you associated with that division 4 

Mr. Kauisarvi. Yes, sir, I am. 

Mr. Dincein. Fairly high up in that division, I assume ? 

Mr. Kauisarvi. Yes. 

Mr. Drnce.x. You have just heard that we only carry 16 percent 
of our cargo in foreign bottoms: is that so? 

Mr. Kauisarvi. It was the first time that I had heard the figure 16. 
I had heard 24. 

Mr. Casey. That is exports. 

Mr. Dincevxi. That is exports. You have just heard that for t] 
first time? 

Mr. Katisarvi. That is that figure; yes, sir. 

Mr. Dinceit. And that is since you had formed the opinion and 
since you drafted this statement or since this statement was drafted 

that this 16-percent figure has come to your attention / 

Mr. Kauisarvi. That was w ithin the last 3 hours. 

Mr. Dinceii. Within the last 3 hours. 

Does that 16-percent figure maybe shake your faith in this state- 
ment, sir/ 

Mr. Katisarvi. I do not think so. I would like to take a look at 
it to see exactly what is involved in the figures. 

Mr. Dincexii. Let me ask you this: When a great country like the 
United States is only able to carry 16 percent of its export cargoe: 
in its own bottoms there is something wrong; isn’t that true? 

Mr. Kauisarvi. It is a matter of concern; yes, sir. 
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Mr. Dincei. And that concern was never expressed by your De- 

partment at the time, or was never considered at the time of the fram- 
ing of this statement; isn’t that a fact? 

Mr. Kaxisarvi. It doesn’t appear there; no, sir. 

Mr. Drneeti. That is a matter of considerable concern. 

Now you are aware of the fact that part of this is because of clis- 
criminations which are placed against American cargo carriers; isn’t 
that a fact? 

Mr. Karisarvi. The 16 percent you mean ? 

Mr. Dincexi. Yes. 

Mr. Kanisarvi. I would assume the foreign restriction would affect 
our merchant marine; yes. 

Mr. Dinceii. Let me ask you this: What has the State Department 
done, and your particular Division within the State Department, 
toward easing some of these discriminations which exist against our 
cargo carriers ¢ 

Mr. Kanrsarvi. I think you will have to answer that. 

Mr. Barritncer. There is constant effort on the part of our missions 
overseas to protest and to try to dissuade foreign governments from 
entertaining these discriminatory practices. Some of those have been 
successful. 

Mr. Dinceii. You are aware of the fact that some of the discrimi- 
nations are so flagrant that American merchants or, rather, American 
exporters will te 1] American earriers that “We would just love to send 
ow goods overseas in your ships, but we are not able to do it because 
foreign countries, in effect, put discriminations in which are far worse 
than this 50-50 provision in the law.” Is that not a fact? 

Mr. Barrincer. That is right. 

Mr. Dinceii. And yet we only make our 50-50 provision apply to 

arrow limit, to Government cargo; is that not a fact / 

Mr. Barrincer. That is right. 

Mr. Dinceii. Has anyone in your Department ever discussed this 
statement with the merchant-marine people ? 

Mr. Kanisarvi. Not this statement; no. 

Mr. Drnereitt. Have you ever discussed your position with the 
merchant marine people? 

Mr. Kartsarvi. Oh, yes; many times. 

Mr. Dinceii. And yet in view of your discussions with them you 
have come out with this particular statement ? 

Mr. Kantsarvi. Yes. 

Mr, Casey. May I insert one question there ? 

Mr. Dineen. Yes. 

Mr. Casry. Did you know that the three maritime nations of Great 
Britain, Denmark, and Norway, who are the principal protestors in 
2 Ss situation, are carrying more of our exports out of this country 

han the American-flag fleet ? 

Mr. Barrrncer. Yes; I have heard that comparison. 

Mr. Dinceii. Returning to this problem of Norway, Denmark, and 
England, you are aware of the fact that they have complained about 
our 50-50 provision: is that correct ? 

Mr. Karisarvi. Yes. 

Mr. Dineeix. And in connection with some of the approaches which 


we have made, for example, to sell goods, it is your feeling that their 
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complaint was probably the reason that these transactions fell down; 
is that not correct ? 

Mr. Kanisarvi. They have so told us. 

Mr. Dincext. But you also know that we approached them to sell 
and that they did not approach us to buy in each one of those cases; 
isn’t that a fact? 

Mr. Kauisarvi. I don’t know; is that correct / 

The answer 1s that it is correct. 

Mr. Drxceti. So we went over and offered these goods for sale, 
but they were not accepted for sale; isn’t that correct / 

Mr. Katrsarvi. Yes. 

Mr. Dinceti. You mentioned a large number of difficulties which 
we have met, some of which were exchange rates, delivery rates, quan- 
tities and so forth; isn’t that a fact ? 

Mr. Kanisarvi. Yes. 

Mr, Dinceii. And there were disagreements on all of these items: 
isn’t that a fact? 

Mr. Kauisarvi. No; not in this case. 

Mr. Mituer. He said that only 5 percent of them were rejected. 

Mr. Dineeiy. To specifically those three countries; isn’t that 
correct ¢ 

Mr. Kauisarvi. Just those three countries. 

Mr. Dinceui. Only 5 percent of the goods which we have offered 
has been rejected; isn’t that right? 

Mr. Kauisarvi. May I ask Mr. Armstrong to answer that question? 

Mr. Dincetu. Yes. 

Mr. Armsrronc. We gave an estimate of approximately $40 million 
worth of goods which were the object of discussions which did not 
result in agreements. 

Mr. Dincett. I see. 

Mr. ArmsrronG. There are, according to the report on Public Law 
180, title I, some 600 or 700 million dollars worth of transactions which 
have been arranged. 

Mr. Dinceix. Is that $769 million? I think that was the figure 
vesterday. It is over the halfway mark. 

Mr. ArmstronG. $769 million. 

There are, of course, other transactions which have been thought 
of and considered which have also not been arranged, but not because 
of the reason that we are talking about. 

Mr. Mituer. This is all you can definitely point your finger at. 

The CuairmMan. That is a matter already in the record. 

Mr. Mitier. That is right. I would like to make this correction: 
I said 5 percent, and it is actually 514 percent. I do not want to cheat 
vou out of the half. 

Mr. Dinceti. What I wanted to know or make clear is that this 
is the sheerest speculation. I think we are entitled to get an answer 
from the State Department representatives as well as from Agricul- 
ture on that particular point, Mr. Chairman. 

Now tell me, sir, is it not a fact that we went to these people and 
said “We have these goods and we want to sell them’? And then 
we sat down and negotiated with them: isn’t that right ? 

Mr. Kauisarvi. That’s right. 

Mr. Dince.L. The negotiations fell down: is that not right? 

Mr. Karaisarvi. That is right. 
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Mr. Drixcety. In these particular instances ¢ 

Mr. Karisarvi. That is right. 

Mr. Dineetu. It so happens that there were a large number of 
areas of disagr eement: isn’t that a fact? e 

Mr. ARMSTRONG. No, sir: not in these transactions. 

Mr. Dincect. There were areas of disagreement; isn’t that right ¢ 

Mr. Armsrrone. The only one we know of is this item. 

Mr. Drxceti. Just this one sole area: is that right ¢ 

Mr. Armsrrona. In these transactions that is correct. 

Mr. Dinceit. The fact of the matter is they did not want to take 
the goods; isn’t that right ¢ 

Mr. Kanisarvi. That is right. 

Mr. Drncett. May I ask you, Were any of you gentlemen there 
present at the time these transactions took pl: ice / 

Mr. Kauisarvi. No. They are negotiated in the field. 

Mr. Dincetit. They are negotiated i in the field. So the best infor- 
mation you would have on this subject would be, you might say, reli- 
able hearsay? Would that not be it ? 

Mr. Kauisarvi. No. They come in the form of reports and memo- 
randa and cables. 

Mr. Dincetyi. That is hearsay; is it not ? 

Mr. Kanisarvi. Well, I don’t know what the legal terminology is. 

Mr. Tum ry. It is hearsay. 

Mr. Dincevtyt. Whose idea is it that this 50-50 be repealed ? 

Did you folks go to Agriculture and say “We ought to repeal it” or 
did Agriculture people come to you and say “We ought to repeal it”? 

Mr. Kanisarvi. We cert: \inly did not go to Agriculture, and I have 
no knowledge that Agriculture came to us. 

Mr. DINGELL. What I want to know is. is not Secret: iry Benson the 
prime mover behind the repeal of this 50-50 provision 4 

Mr. Katisarvi. I do not know whether he is the prime mover. | 
know that several of the agencies in the United States Gov ernment 
have taken views with respect to the operation of Public Law 480. 
Whether they have taken it or approached the study of it or consid- 
eration of it in terms of the problem being brought up by some agency 
or some officer or not, I am not ina position to answer. But I know 
that, from our standpoint, this question was raised first in the Presi- 
dent’s statement and has been with us since. 

Mr. Dincevi. I would like to hear Secretary Benson’s statement. 

as ll me this: Those countries which are installing discriminations 

gainst our carrie a are any of them nonmaritime countries ? 

i Barrincer. 1 do not know of any offhand. I would like to 
check the record on that, Congressm:an. 

But, obviously, the ones that are doing it, in large part, are the ones 
who are trying to protect their own merchant marine. 

Mr. Dinceii. And they are the same people who are throwing out 
our trade overtures because of the 50-50 provision 4 

Mr. Barrincer. No: the ‘vy are not the same countries. 

Mr. Dincett. They are also the same countries which are carr ying 
the bulk of our export trade; aren't they / 
Mr. Barringer. These countries do 

against United States shipping. 

Mr. Dinceit. Which countries ? 


not practice discrimination 
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Mr. Barrincer. The ones that have rejected these Public Law 480 
transactions. 

Mr. Dinceti. You mentioned that there was a note of objection to 
a proposal which involted a 50-50 jaw application in October of 1954 
in your testimony; is that not correct ? 

Mr. Kauisarvi. That is a position which we took with respect to the 
bill S. 2584. 

Mr. Dinceti. No. I think you misunderstood me. 

You mentioned that the United Kingdom sent a note of objection 
to an offer of ours providing for disposal of our surplus commodities 
in the United Kingdom because of this 50-50 provision in October 
1954; isn’t that right ? 

Mr. Kanisarvi. I would like to liave Mr. Armstrong answer that 
because he has a more detailed knowledge of it. 

Mr. Armsrrone. The specific history of the negotiations with the 
United Kingdom included an offer made in November of 1954, as 
I indicated earlier in response to another question, which was in the 
neighborhood of $4714 million, 

Mr. Dincerx. $4714 million. 

Mr. Armsrrone. The discussion of this over a period of 8 months 
resulted finally in the conclusion of an agreement covering $15 million 
for only one commodity—tobacco. 

In the course of the negotiations the British did give us a note on 
the general subject of disposal of surpluses under title I of Public 
Law 480, and this note said that they were most reluctant to reach 
agreement with us on a Public Law 480, title I, transaction because 
of the 50-50 shipping. That was in the course of the negotiation which 
began with the offer of $4714 million, and ended finally with the con- 
clusion of an agreement for $15 million. 

Mr. Dincext. Tell me this: What concrete evidence does the State 
Department have, or any other department of the Government have, 
that shows that these foreign countries discriminate against our 
shipping ? 

Mr. Barrrncer. We have a great deal of evidence in our files. 

Mr. Drincetx. Will you name me one instance? Just one instance, 
please. 

Mr. Barrrncer. I do not think it would be appropriate to pick out 
any one country here at this time. 

I could supply a list of many of these practices that do retard the 
ability of our shipping interests to trade in certain areas in the world. 
I will be very glad to supply that. 

Mr. Drncevt. The reason I ask that particular question is that | 
would be particularly interested in receiving that information, and 
I would like to move that that be made a part ‘of the record here tod: LY. 

Would that be agreeable with the Chair, sir? 

The Cratrman. Yes, sir. 

(The information is as follows:) 

The Department understands that the additional information which the 
Maritime Administration supplied the committee included a statement of ‘lis 
criminatory measures being practiced against United States-flag vessels. The 
Department agrees that the instances pointed out by the Maritime Administra 
tion constitute the major discriminatory practices. However, it should be 
pointed out that the routing of government cargoes in national-flag vessels 
by Argentina, Colombia, and Spain is not considered a discriminatory practice 
by those nations in light of United States legislation of a similar nature. 
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Mr. Drncett. Now the reason I say that is I think that it may be 
wise if we consider not only keeping the 50-50 provision but perhaps 
we would go so far as to extend the 50-50 provision because it appears 
that our merchant marine is not even carrying our own export cargo. 

I wonder if the State Department has considered that. 

Mr. Kaxisarvi. No; we have not. 

Mr. Dinceu. If we put in a 50-50 provision on everything, would 
it not be possible that we would be in still better position to compete 
for the carriage of our own goods overseas to other countries? 

The Cratran. I think that question has been asked in this hearing 
before. I do not want to be hurrying you, but I think we have about 
covered the waterfront. 

Mr. Dincexi. Give me just one second more here, Mr. Chairman. 

I want to compliment the witness. 

Mr. Kalijarvi, will you answer one question along the line that 
Mr. Casey asked you earlier ? 

If you were to hear it said by the merchant-marine people, by the 
shippers, that 50-50 is not only vital to them, but it is necessary, 
for us to keep our merchant marine on the high seas, would the State 
Department then reevaluate its policy ? 

Mr. Kanisarvi. Certainly we would reevaluate our policy. We 
would consider that kind of presentation with great seriousness. 

Mr. Drvceni. Thank you, Mr. Chairman. 

The CuHatrman. Thank you very much, gentlemen. 

Mr. Kauisarvi. Mr. Chairman, may I at this moment, when the 
interrogation is over, make the comment that the chairman had some 
experience a short while ago with respect to a Yugoslav operation, 
and that, through his intercession, we were able to consummate an 
arrangement which only could have been achieved through him. 

We wish to express our gratitude for that. 

The Cuatrman. And we appreciate your coming here, sir. We 

appreciate the assistance of your staff. 

We will now hear Mr. Morse, the Chairman of the Maritime Board. 

The chairman noticed that Mr. Rothschild was here this morning. 
Will he come back later? 

Mr. Morsg. I understand he was unable to come back this afternoon. 

The Carman. We will hear Mr. Morse at this time. We will be 
vlad for the State Department representative to remain and hear Mr. 
Morse, if they desire. 


STATEMENTS OF CLARENCE G. MORSE, MARITIME ADMINISTRA- 
TOR; WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR; 
T. E. STAKEM, JR., ASSISTANT TO DEPUTY MARITIME ADMINIS- 
TRATOR; AND IRWIN M. HEINE, CHIEF, STATISTICS AND SPECIAL 
STUDIES OFFICE, MARITIME ADMINISTRATION, UNITED STATES 
DEPARTMENT OF COMMERCE 


Mr. Morse. Mr. Bonner, I have two statements, one a 10-page state- 
ment, and one a 2- page statement. 

With your permission, I would like to file the 10-page statement, 
because most of the material has been collected in the shorter state- 
ment. I think it would expedite the hearing. 

The Cuarrman. Yes, sir. 
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(The statement referred to follows :) 


STATEMENT By CLARENCE G. Morsk, MARITIM E ADMINISTRATOR 


Gentlemen, we appreciate your committee looking into the administration of 
Public Law 664, 83d Congress, the permanent law commonly referred to as the 
“0-50 law or the Cargo Preference Act, and reviewing the results of its operatio: 
since your extensive study and report in February 1955. We are able to report 
that the law is of great significance to the merchant marine of the United States: 
that the administration thereof by the various agencies in cooperation with the 
Maritime Administration has been coordinated with good results and genera! 
satisfaction ; that the results thereof have been in accord with national policies 
and without prejudice to our international aid and related programs, and that 
the benefit to our American merchant marine has been achieved without detri 
ment to the taxpayer. 

Public Law 664 is critically important to the American merchant marin 
As is Well known to you, but not to the general public, Public Law 664 is applicable 
fo ocean transport only of commodities furnished to or for the account of any 
foreign nation without provision for reimbursement, to commodities financed 
With advances of funds or credits or guaranties of convertibility of foreign 
currency by the United States, and to inbound cargoes purchased for the account 
of the United States. This is in accord with historical policy and statutory 
directives of the Congress. It is a codification into permanent law of United 
States flag cargo preference requirements applicable to ocean transport under 
a long series of postwar statutes providing Government foreign aid and mutual 
defense assistance and other emergency relief acts. You have summarized these 
laws in your Committee Report No. 80, February 28, 1955. 

What does this law require? 

It requires that a minimum of 50 percent of the gross tonnage of the cargo 
arising under these programs and contracts, when carried on ocean vessels. 
shall be transported on privately owned United States-flag commercial vessels 
to the extent that such vessels are available at fair and reasonable rates for 
United States flag commercial vessels. The private United States ship operator 
does not get this share of the transport business under the law unless his ships 
are available at fair and reasonable rates for such transport under the United 
States flag. 

How much ocean transport business is involved? What part of the total 
United States foreign trade does it constitute? Why is it important to the 
American merchant marine and the United States? 

The amount of preference cargo comprises only a small portion of our total 
export trade, but it is very important to our merchant marine. For the 2 years, 
1953 and 1954, the outbound dry cargo foreign commerce of the United States 
(carried by vessels of all flags, exclusive of military cargo) totaled almost 89 
million tons of which 9.5 million tons were subject to cargo preference (10.7 
percent of the liner cargo and 10.8 percent of the tramp cargo). With the 
enactment of Public Law 664, cargo preference was extended to certain Govern 
ment-financed agricultural disposal exports. As a consequence, the amount of 
dry-cargo exports subject to cargo preference has been increased. and it is 
estimated that it will now amount to about 12.5 percent of all liner exports and 
-0 percent of all tramp exports moving outward from the United States. While 
the traffic subject to United States cargo preference legislation thus constitutes 
a relatively small portion of the total United States foreign commerce, it is of 
major significance to the United States-flag merchant fleet. It accounts for 
most of the cargoes carried by our tramp fleet and provides additional cargoes 
for many of our liner vessels. These carryings maintain in active service 3 
vital number of vessels under the United States flag to assist in carrying out 
the congressional policy objectives of the Merchant Marine Act, 1936, and in 
helping (but not wholly assuring) the maintenance of an active fleet essentia! 
to the national defense of the United States, 

Competition for ocean-borne traflic in international trade is extremely keen 
The United States provides construction subsidies for vessels to be used in the 
foreign trade and operating subsidies for the liner vessels in our essential trade 
routes. Our American merchant marine is an instrument of commerce in peace 
time. In addition, its maintenance and operation are essential to our nationa 
defense. <A reasonable assurance of opportunity to participate in the carriaze 
of United States Government generated cargo cannot truly be considered prejudi- 
cial to our foreign aid or surplus disposal program nor discriminatory to other 
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countries beneficiary of such programs. The cargo generated by such programs 
is not normal competitive world trade. Foreign-flag vessels have not lost any 
traftic of a commercial nature because the traffic subject to the law was brought 
into existence solely through Government programs of the United States. 

Even with the assistance of the law, our vessels are carrying a smaller percent 
age of the United States foreign commerce than at any time during the post- 
World War II period. Furthermore, the current participation of our merchant 
tleet in the United States foreign commerce is less than it was before World 
War II. Public Law 664 and the earlier temporary laws have increased the 
carryings for United States-flag vessels in the field of Government cargoes. 
The overall reduction of United States-flag participation in our total commerce 
is due to the reduction in United States-flag carryings of that portion of our 
foreign trade which may be classed as commercial cargo. 

The basic purposes of subsidy and of cargo preference are different. The 
construction and operating differential subsidies under the Merchant Marine Act, 
1936, aid in bringing about a parity in costs for the United States flag liner 
vperators on essential trade routes. But these operators still must face foreign 
exchange restrictions, terms of purchase imposed by overseas buyers, and other 
economic impediments beyond their control. While these vessels are subsidized 
to offset the differential between United States and foreign wages, subsistence, 
maintenance, repairs and insurance, they must carry sufficient cargo to earn 
freight revenue to cover the balance of wages, subsistence, maintenance. repairs, 
and insurance, and also to pay for fuel, port dues and charges, stevedoring, 
solicitation and overhead costs, capital costs and taxes. The Cargo Preference 
Act assists in obtaining half of the Government financed cargo, which is only a 
relatively small portion of the total traffic. The more cargo and revenue these 
liners obtain, the greater is the opportunity for reduction of subsidy through 
recapture. 

Of course, the United States flag tramp ships must compete without the aid of 
parity subsidy. Under present world conditions, their profitable employment in 
the foreign trade is dependent on the cargo preference statutes. 

We know that this committee appreciates the importance of this law to the 
American merchant marine, but we cannot emphasize too strongly the need for 
seneral public appreciation of the objectives and the fairness of this law. Since 
your committee report of February 1955, the Maritime Administration has main- 
tained continuous liaison with Government agencies administering the various 
export and import programs involved and we believe definite and sound progress 
has been made in the implementation of the law. There is better understanding 
of its purpose and operations. We have experienced wholehearted cooperation 
n the exchange of information and working with other agencies in this transpor- 
tation field so as to achieve more economic operations and a proper fulfillment of 
the law. Also, the shipping industry has cooperated with the Maritime Adminis 
tration in making United States flag vessels available in accordance with 
prospective programs of the agencies. 

You will recall that by letter of March 25, 1955, we reported to the chairman of 
this committee that the Maritime Administration had convoked a meeting 
including the Department of Agriculture, Foreign Operations Administration 
(now International Cooperation Administration), and General Services Admin 
istration to discuss means of improving interagency cooperation in administration 
of the Cargo Preference Act, in the light of the findings and recommendations of 
the committee. By mutual agreement these meetings have been continued at 
varying intervals. These conferences have established beneficial exchange of 
Views among agencies and a basis for informal and prompt contact when required 
rhe Bureau of Public Roads and the Department of Defense, through the Military 
Sea Transportation Service, later participated in the interagency meetings. 

In these meetings and in the day-to-day contacts, the Maritime Administration 
hus sought to obtain current information on the anticipated ocean space require 
nents of the several agencies with shipping programs. Such information permits 
the Maritime Administration not only to relate the requirements with the avail 
ible supply of tonnage but also to assist the other agencies in their endeavor to 
avoid coincidence of demand for vessels that might unnecessarily increase the 
larter rates which the Government must pay. 

We have asked the respective agencies to report their shipments under Public 
Law 664, and also have prepared uniform definitions of the several categories of 
cargo described in the act. 

Under present arrangements, the Maritime Administration determines the 
ur and reasonable ceiling rates for the transportation of United States 
25—56 14 
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Government financed cargoes by privately owned United States-flag merchant 
vessels, and supplies such rates, as requested, to the other Government agencies 
Rates thus determined are used by those agencies for guidance in connection 
with the proper administration of the cargo-preference laws for the employ- 
ment of United States privately owned commercial vessels. When going 
charter market rates are less than those determined by the Maritime Adminis 
tration, the Government agency involved is free to exercise sound business 
judgment to secure privately owned United States-flag vessels at the lowest 
rates possible for the Government. If privately owned United States-flag 
vessels are not obtainable at rates within the ceiling determined by Maritime, 
the Government agency is considered legally permitted to ship Government- 
financed cargoes without regard to the 50 percent limitation and is free to 
finance freights irrespective of flag at the lowest market rates. 

Pursuant to this procedure, several requests for rate calculations from 
other agencies, particularly Agriculture and General Services Administration, 
have been dealt with. Since the committee hearings of 1955, no agency has 
reported to Maritime any circumstances in which it has been found necessary | 
utilize foreign tonnage due to unreasonable United States flag market rates 
Nor has the Maritime Administration received any indication that the cargo 
preference requirement delayed actual shipments of aid cargoes or substantiall) 
hampered fulfillment of the Government overall aid programs. 

As you know, there have been certain criticisms of the policy embodied i) 
the law under consideration. After careful study, we have found such criti 
cisms lacking in sound foundation. Allegations have been made to the effect 
that the law serves as a precedent for other foreign countries to justify re 
strictive practices in favor of their own merchant marines and discriminatory 
against other countries including the United States. Countries which resort 
to cargo-preference laws and regulations which extend such a policy to com 
mercial as well as Government-generated cargo, go far beyond the policy in 
volved in our law. 

To withdraw or to voluntarily yield to nationalistic pressures or ambitions 
of other countries with respect to the transportation of United States Govern- 
ment sponsored cargoes, would not in the end serve our own economy and 
defense nor provide against possible disruption of our international trade. To 
be in a reasonable and sound position with respect to our merchant marine is 
important to our friends and our allies both in peace and war. If we allow 
our merchant marine to deteriorate in capacity or efficiency our internationa! 
trade and our national defense may be endangered. 

With more direct reference to the operation of Public Law 664, in relation 
to the agricultural surplus disposal programs, it has been our desire and 
objective to cooperate fully in the administration of that program. We believe 
that we have done so. We have been shown no evidence that the success of 
that program has been hampered in any appreciable degree by the requirement 
of the law. 

The third progress report on Public Law 480 (H. Doc. 294) indicates that 
as of December 31, 1955, agreements for sale of agricultural commodities for 
foreign currency under title I of the act amounted to $679 million at Com 
modity Credit Corporation cost. We are advised that subsequent agreements 
in the course of January 1956, raised this figure to something in excess of $750 
million, or more than half of the $1,500 million authorized under title I. 

We believe that the small additional cost to the United States that may 
result from United States-flag shipping participation is repaid many times by 
the benefit to the United States from such participation. 


Mr. Morse. In respect to the 10-page statement, I want to make 2 
interpolations on the first page. 

Perhaps I overextended myself when I made up the statement. 

The Cuarrman. There have been some witnesses here today or 
yesterday that I think have overextended just a little. 

Mr. Morse. For ex: unple, in the middle of the page, I say “that the 
results thereof have been in accord with national policies and without 
prejudice to our international aid and related programs.’ 

Let me qualify that by say ing that it has been “without substantial 
prejudice, in our opinion,” continuing on, “and that the benefit to our 
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\merican merchant marine has been achieved without detriment to 
the taxpayer.” 

Might I say that it has been “without substantial cost to the tax- 
payer.” 

Mr. Mitier. What is the correction ? 

Mr. Morse. To say “it has been with slight cost to the taxpayer,” 
rather than “without detriment to the taxpayer.” It has cost the tax- 
payer some money, but I think the amount has been nominal. 

The Cuairman. Well, if the Agriculture Department would pay 
vou back the storage on the ships, you could turn that in to the Treas- 
ury and it might not have cost much. 

Mr. Morse. I think we could show a plus. 

Getting to the short statement, I have a statement which I am filing 
with the committee in which Maritime advocates the continuation of 
50-50 without modification. I think it sufficient for the presentation 
of the views of Maritime to make a simple statement of the cargo car- 
rvings of American-flag vessels, and let the facts themselves speak 
the need for continuation of 50-50. 

We have 1,047 privately owned merchant vessels in the active fleet 
as of January 1, 1956, including 126 Liberty vessels, of which at the 
beginning of this year 115 were in commercial trade, including 1 in 
inactive status, and 11 were chartered to MSTS. 

In our foreign trade we have an aggregate of 610 vessels, which 
includes 73 tankers, 436 vessels in the liner trades, and 63 vessels in 
the tramp trades. 

That does not total the aggregate of 610. There are 38 combina- 
tion vessels which are not mentioned here. 

In 1953 American-flag vessels carried 23 percent of the 42,602,000 
long tons of liner and nonliner dry cargo export shipments, and in 
i954 a like 23 percent of the 46,175,000 long tons of dry cargo exported 
in 1954. 

In these 2 years, American-flag liners carried 38 percent in 1953 
and 36 percent in 1954 and the American-flag tramps carried 8 per- 
cent in 1953 and 9 percent in 1954. 

Included in these carryings was aid cargo aggregating 9,545,000 
long tons for these 2 years; 4,949,000 of the aid cargo was carried on 
liners and 4,596,000 long tons was carried on tramps. 

If for these 2 years all aid cargo had been excluded from total ex- 
ports, the American-flag vessels w would have carried 35 percent of the 
liner cargo and 3 pere ent of the tr amp cargo. 

Stating it in another way, a total of roughly 9,500,000 long tons 
of aid cargo was exported from the United States in those 2 years, 
of which American- flag vessels carried 5.2 million long tons, or 54 
percent. The American-flag liners carried 2.9 million long tons, or 
lv percent of the aggregate American- flag liner carryings and the 
\merican-flag tramps carried 2.: 3 million long tons, which accounted 
ior 66 percent of the aggregate 314 million. long tons exported in 
\merican-flag ships in tramp serv ice. 

It is estimated that for 1955 the aid cargoes accounted for 19.4 per- 
cent of the American-flag liner carryings and 7814 percent of the 
American-flag tramp carryings. 

This is in the export trade. 

Since the United States-flag ships carried only 54 percent of the 
total exports of aid cargoes, even with the mandatory 50-50 provision, 
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it follows that American-flag ships would have carried a smaller per 
centage of the total in the absence of this provision. Evidence of this 
can be noted by the fact that our ships carried only 19.5 percent of 
the strictly commercial liner and nonliner exports and only 3 percent 
of the commercial tramp exports during 1953 and 1954. 

If the total aid cargo of 914 million tons were removed from thie 
total overall exports of 88.7 million long tons, the percentage of total! 
cargoes carried by American-flag ships would have been reduced fron, 
23 percent to 19.5 percent, while the percentage of the tramp cargoes 
exported in our ships would have been lowered from 8 percent to ° 
percent. 

Now, a question was asked of one of the witnesses, as to how much 
dollar revenue was derived from this 914 million long tons of aid 
cargo. We do not have accurate figures on that, but we can make 
a conservative estimate. 

For example, the freight rate from the United States to India was 
in the neighborhood of $24 to $25. The freight rate from the United 
States to the United Kingdom was $12 to $13. 

If we take a figure of $15 as an average, and I think that is on 
the conservative side, $15 on 914 million tons, totals $142.5 million for 
the freight revenue for these 2 years; and it might be borne in mind 
that for fiscal 1955—I do not recall for sure whether it was 1955 or 
1956—we have an accrual of $110 million of operating subsidies, so 
that the revenue about which we are talking here for these 2 years is in 
excess of 1 year’s operating subsidies accrual for our subsidized fleet. 
United States ships obtained 54 percent of this revenue. 

So, it is a very substantial element to the aid of the American-flag 
operators, both tramp and berth operators 

The CuarrmMan. Does that complete your ‘statement / 

Mr. Morse. Yes. 

The CHarrman. In your 10-page statement, we are all interested 
in the replacement of the fleet and the figures you have mentioned 
here, and the facts you have shown here have a bearing and this 50-5! 
has a bearing on what will eventually go into the replacement fund: 
does it not ? 

Mr. Morse. Very definitely. 

The CHatrmMan. Have you worked out any table to show out of 
the 50-50, what would be the recapture position and what would go 
into the replacement fund, or something like that, so that we can draw 
a comparison. I think we have about reached a point where we have 
reached a sum here of about $3 million, which it has cost through Com- 
modity Credit, by using 50-50. What lam thinking of is. How does 
that compare with what has gone into the replacement fund, as this 
50-)0 has enabled the replacement fund to receive funds for the 
replacing of our fleet ¢ 

Mr. Morse. I think we can make a rough approximation. 

The CuatrmMan. That has been agreed on here as the additional 
cost for 1955, so as to deal with the figures of 1955, and see how we 
come out in the long run in replacing the fleet. 

Mr. Morse. I think we can make a rough approximation. We can 
do so in a few moments, if you have some other questions. 

The Cuarrman. I believe that you heard me asking the Department 
of Agriculture to send us a memorandum. I think we agreed on 
S22 million for 1955 for storage in the reserve fleet. 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 2()7 


I have asked them to give us a figure of what they would have had 
to pay since the beginning of the utilization of your storage in the 
reserve fleet. 

Mr. Morsr. We have the figures on the amount of cash money 
Maritime has been reimbursed for the utilization of the laid-up fleet 
for grain storage. That is only out-of-pocket expense. 

The CuarrMan. That was just the expense you went to to prepare 
the ships for the storage ? 

Mr. Morse. That is correct. 

The CHatmman. That is not what the storage would have been 
had it been in a normal granery or storehouse ? 

Mr. Morse. It has no Telationship to the latter figure. 

Mr. Auten. Mr. Chairman. 

The Cnuamrman. Yes, Mr. Allen. 

Mr. Auten. Mr. Morse, one of the statements made by Mr. Garnett, 
as | remember it was that, if there were a payment from Agriculture 
io Commerce for that storage, they might then go to commercial stor- 
ige rather than use ships. Is there any consideration given to whether 
or not commercial storage is available before ships are used for 
storage ¢ 

Mr. Morse. I am afraid someone other than myself would have to 
answer that, but, from my limited information, ships were utilized 
because there was no available shoreside storage. Grain was being 
-tored in the streets in some of the midwestern cities, I believe. 

Mr. ALLEN. It would almost follow that that was a good idea, with- 
ont any storage available. 

Mr. Morse. “T believe that is the fact. 

The CuarrMan. Did you get the figures for that first question / 

Mr. Morse. Our figures show that for the years 1953 and 1954, the 
ud cargo carried by United States-flag liners, aggregated 2,856,000 
long tons. That would be both for the subsidized and the nonsubsi- 
dized American-flag liners. 

The freight rates, assuming you use the same $15, would be $43.5 
million. $15 a ton would be a ver v conservative freight rate, in our 
view, 

Now, if you assume that half of the freight revenue was absorbed 

| loading and discharging costs, you still come up with a figure in 
excess of $20 million net revenue which would be available for ship- 
operating costs alone. This is a figure which is difficult to relate to 
your specific question: How much of this money would go into the 

reserve fund, and be available for ship replacement. It is a very 

\ifficult question to answer that specifically, but there is in excess of 
rr million in revenue over and above loading and discharging costs, 
vhich would be lost, but for the aid cargo. 

Mr. Casey. How much recapture did you have in 1953 and 1954? 

Mr. Morsr. We don't have that information with us for the moment, 
Mr. Casey, but we will be glad to supply it to you. 

Mr. Casey. Without that information, you could not very well 
separate it and find out how much is attributable to 50-50, could you? 

Mr. Morse. That is correct. 

The information referred to follows :) 

[ have a statement which I am filing with the Committee in which Maritime 


vocates the continuation of 50—50 without modification I think it sufficient 
the presentation of the views of Maritime to make a simple statement of 
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the cargo carryings of American-flag vessels and let the facts themselves speal 
the need for continuation of 50—50. 

We have 1,047 privately owned merchant vessels in the active fleet as 
January 1, 1956, including 126 Liberty vessels, of which at the beginning 
this year 115 were in commercial trade, 11 were chartered to MSTS and 
was in inactive status. 

In our foreign trade we have an aggregate of 610 vessels, which includes 7: 
tankers, 486 vessels in the liner trades and 68 vessels in the tramp trades. 

In 1953, American-flag vessels carried 23 percent of the 42,602,000 long tons 
of liner and nonliner dry cargo export shipments, and in 1954 a like 25 percent 
of the 46,175,000 long tons of dry cargo exported in 1954. In these 2 years 
the American-flag berth liners carried 38 percent in 1953 and 36 percent in 
1954 and the American-flag tramps carried 8 percent in 1953 and 9 percent in 
1954. Included in these carryings was aid cargo aggregating 9,545,000 long tons 
for these 2 years; 4,949,000 long tons of the aid cargo was carried on liners and 
1,695,000 long tons was carried on tramps. If for these 2 years all aid cargo 
had been excluded from total exports the American-flag vessels would have 
carried 35 percent of the liner cargo and 5 percent of the tramp cargo. 

Stating it in another way, a total of roughly 91% million long tons of aid cargo 
was exported from the United States in those 2 years, of which American-flag 
vessels carried 5.2 million long tons or 54 percent. The Amerigan-flag liners 
carried 2.9 million long tons or 17 percent of the aggregate American-flag line: 
carryings and the American-flag tramps carried 2.3 million long tons, whic! 
uccounted for 66 percent of the aggregate 3% million long tons exported it 
American-flag ships in tramp service. 

It is estimated that for 1955 the aid cargoes accounted for 19.4 percent of 
the American-flag liner carryings and 78% percent of the American-flag tram) 
carryings. 

Since United States-flag ships carried only 54 percent of the total exports of 
eid cargoes, even with the mandatory 50-50 provision it follows that American 
flag ships would have carried a smaller percentage of the total in the absence of 
this provision. Evidence of this can be noted by the fact that our ships carried 
only 19.5 percent of the strictly commercial liner and nonliner exports al 
only 3 percent of the strictly commercial tramp exports during 1953 and 1954 

If the total air cargo of 9% million tons were removed from the total overa! 
exports of 88.7 million long tons, the percentage of total cargoes carried by 
American-flag ships would have been reduced from 25 percent to 19.5 perce 
while the percentage of the tramp cargoes exported in our ships would have 
heen lowered from 8 to 3 percent. 

Mr. Mariu1aknp. Mr. Chairman, might I ask a question? 

The CHatrmMan. Yes. 

Mr. Mamur1arp. Assuming that part of the $20 million would go 
into profit, because this would be cargo handlings on top of other 
normal carryings occasioned by the 50-50 provision, would it not 
be your estimate that the United States Treasury in taxes alone 
would collect more than $3 million a year that we are talking about 
as the expense of the farm program ¢ 

Mr. Morse. If you assume that the vessel would have been at a 
break-even point but for the aid cargo, then the $20 million revenue 
would be substantially all profit. 

Mr. Marmuiarp. Even if only a small part of it is profit, the 52 
percent corporation tax plus various other taxes that are — 
from individuals that are employed by the lines, and so forth, 
would not think it would be debatable that $3 million would be 
very modest figure out of the $20 million, that the Government would 
have received, 1 ‘egardless of recapture. 

Mr. Morse. I think that is true, but I can’t verify that as a fact, 
at the moment. 

The Cuairman. It would be possible to provide a table to show 
that? 
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Mr. Morse. We will do our best to supply that information to you. 

The Cuatrman. I think it would be helpful and enlightening to 
those who are opposed to the 50-50. 

Mr. Morse. We will do our utmost, Mr. Bonner. 

The CuHatrmMan. Mr. Allen. 

Mr. Auten. Mr. Morse, I was curious as to whether you have an 
overall objective as to the number of ships that should be operating 
in our merchant marine if conditions were fairly ideal from the 
tandpoint of both defense and commercial needs ¢ 

Mr. Morse. Admiral Wilson—lI believe that is his name—testified 
before one of the committees in 1953 or 1954, saying that there was 
a requirement of in the neighborhood of 1,700 ships. That was, as 
| understand the story, 1,700 notional ships. A Liberty cargo ship is 
considered as one notional dry cargo ship and a T-2 tanker is consid- 
ered as one notional tanker. It does not mean that 1,700 more modern, 
arger vessels have to be in operation. We do have figures on that, 

Allen. 

The figures were 1,741 notional ships in 1953. That has been revised 
upwards in a study which has just been completed, and the correspond- 
ing notional ship requirement now is 1,928. 

Available in 1953 were 1,888 notional ships in the active fleet. That 
base was high at that time because it was in large part based on the 
active fleet resulting from the Korean war. 

Today we have 1,677 notional ships of all types in the active fleet. 
Now, the reduction from 1,888 to 1,677 is largely attributable to the 
(;AA ships which have been laid up. 

Mr. Aten. How does that reconcile with the, as 1 think you said, 
1,047 actual ships in operation? Is that the equivalent of sixteen 
hundred-some notional ships. 

Mr. Morse. The two figures are not comparable. The 1,047 refers 
to United States-flag privately owned active ships, and the 1,677 and 
|,SS8 notional ships are figures used by the military and include certain 
United States ships under GAA and certain foreign-flag ships deemed 
to be under effective United States control; but we are deficient par- 
ticularly in the liner type, the dry cargo type of vessels, and the defi- 
cieney today is approximately 250 dry cargo vessels. 

Mr. Casey. Did you mean just liner dry cargo vessels ? 

Mr. Morse. No; tramp and liner. 

Mr. Casey. Could you separate that as to how m: iny liners and how 
Inany tramps ¢ 

Mr. Morse. This paper shows that we are deficient 246 dry cargo 
ships, equivalent to the C-3 class, so that presumably it is predomi- 
nantly the liner type vessels where the deficiency exists. 

Mr. Auten. As I remember Admiral Wilson’s statement, when he 
ume before this committee, there was a 165 deficiency in cargo vessels, 
“7 passenger-carrying vessels, and a certain number of t: ankers. I do 
not reconcile that with the figures that you give. 

Mr. Morse. This is a study which has just been completed within 
the last month or so, and the whole problem has been reevaluated and 
the deficiency on the dry cargo vessels is stressed much more today 
than any deficiency in the tanker vessels. 

Mr. Aten. On present figures, you are short about 200 ships for 
defense purposes ? 
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Mr. Morsr. It is more than that. It is 268, to be accurate, according 
to our figures. 

Mr. ALLEN. Was there not some report that indicated that for the 
maintenance of American shipyards for construction of vessels, we 
er 36,000 men who would be competent to build some 60 ships 

a year, which on 5 percent would require an active fleet of 1,200? 

Mr. Morse. That is correct. That 60 ships a year was the so-called 
notional ships, Mr. Allen, but the 36,000-man employment is the goal 
which Defense wants us to attain. 

Mr. Aten. That is now at what figure? 

Mr. Morse. Do you mean how much employment is there in the 
shipyards today ¢ 

Mr. ALLEN. Yes, 

Mr. Morsr. Devoted exclusively to private ship construction it is 
about 8,000. 

Mr. Auten. Getting back to this $20 million estimated revenue 
which would come from the operation of the 50-percent cargo prefer- 
ence act, it is true that that $20 million would be the last increment 
to be added to the income ? 

Mr. Morse. Well, for our purposes, [ was making the computations 
on the assumption that it was the last increment, that is right. 

Mr. Auten. I presume that a proportion of the $20 million which 
would be profit on the last increment would be far higher than any 
other portion if the vessel were already in the pr ofitmaking category. 
The additional charge, inasmuch as you have taken out the loading 
costs already, would be very little more to operate a vessel full and 
down as against a vessel that was not so loaded ? 

Mr. Morse. Yes; there would be very slight additional ship expense. 

Mr. Auien. Then that profit would be ‘distributed either to a sur- 
plus account for dividends or a reserve account for shipbuilding or 
to income tax: would it not ? 

Mr. Morse, That is correct. 

Mr. Aviten. And, assuming—and my guess is as good as anybody 
else’s—some $15 million of that would go first to the profit account. 
then 52 percent of that would be the income tax sal the other 48 
percent could go either to surplus or to the reserve. Would that go 
to the reserve capits al account ¢ 

Mr. Morse. The special reserve or the capital reserve account; yes, 
sir. 

Mr. Aven. And the 52-percent income tax, a portion of that could 
go to the reserve ¢ 

Mr. Morse. As to the subsidized operators, there would be a tax 
deferment on part of that. 

Mr. ALLEN, So it is possible, is it not, that the reserve account for 
building new ships out of that $20 million income could be increased 
substantially ¢ 

Mr. Morse. Yes, sir. 

Mr. Auten. Thank you, Mr. Chairman. 

The Cratrman. The committee will recess now until tomorrow 
morning at 10 a. m. at which time we will have a short statement 
from Mr. Thorpe of the California Dried Fruit Corp., and then we 
will continue with Mr. Morse. 

(Whereupon, at 4:35 p. m. the committee recessed, to reconvene 
at 10 a.m. on Friday, February 3, 1956.) 





OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


FRIDAY, FEBRUARY 3, 1956 


Houser or REPRESENTATIVES, 
CommMirrere oN Mercuantr Martine ANpD FISHERIES, 
Washington, dD. ¢ 

The committee met at 10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The CuarrmMan. The committee will come to order. 

We are going to hear Mr. Thorpe, from California, who has been 
patiently w aiting to be heard for some time. 

Mr. Thorpe, will you give your full name and background, or is it 
included in the statement ? 


STATEMENT OF A. E. THORPE, EXECUTIVE VICE PRESIDENT, DRIED 
FRUIT ASSOCIATION OF CALIFORNIA 


Mr. Tuorrr. It is included in my statement. 

The CHarrman. Do you have a prepared statement ? 

Mr. THorre. Yes, sir. 

My name is A. E. Thorpe. I represent the Dried Fruit Association 
of California. 

I have been actively connected with the dried fruit business since 
1933, when I became associated with a commercial packer in Fresno, 
Calif. I served with this concern through 1948, except for a period 
of service in the Armed Forces from 1942 to 1946. 

in 1949 I was appointed managing director of the California Fig 
Institute in Fresno, Calif. 

In 1952 I received the appointment as secretary-manager of the 
Dried Fruit Association in California, with its headquarters in San 
Francisco. I am currently executive vice president of the association. 

The Dried Fruit Association in California is a trade association. 
Its membership consists of commercial and grower cooperative han- 
gic as Well as producers who process and pack their own crops. 

California produces from 450,000 to 500,000 tons of deciduous dried 
fruits annually. Our members handle approximately 95 percent of 
this production. Our products have a farm value of $90 million per 
year, and a processed value of $145 million. 

There are about 15,000 growers engaged in the production of dried 
fruits in California. 

Dried fruits and raisins are historically dependent upon the sale 
in export channels of trade of a substantial portion of each year’s crop. 
The prewar average—1934-38—annual export volume was 197,711 
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short tons. Latest available figures for the year 1954 show total 
exports from the United States to all foreign countries, ineloding 
Canada, of 84,046 tons. Europe is by far the largest market taking 
a total of 166,765 tons prewar and a total of 50,634 tons in 1954. 

Practically all of our exports to Europe flow through San Francisco 
Bay area ports. 

Our industry has been seriously concerned with postwar competi- 
tion of dried fruits from other world producers of our commodities. 

For instance, in the prewar years we enjoyed 38 percent of the 
European market for dried fruits. In 1954 this had dropped to 14 
percent. 

Because of lack of dollars, Europe has turned to other countries for 
a good portion of their supplies. This in turn has stimulated 
increased production of dried fruits in foreign countries. 

We have constantly importuned our Government to use every means 
at its disposal to open up the European market for dried fruits, and to 
restore the export trade to normal commercial channels. 

The efforts of our Government, combined with the efforts of our own 
industry, have proved quite successful. 

For instance, within the last 2 years we have seen liberalization of 
the dollar for dried fruits in Sweden, West Germany, Ireland, Holland, 
and Belgium. Inthe United Kingdom, we have benefited by the allo- 
cation of some $17 million, using the currency exchange provisions of 
sections 550 and 402 of the Mutual Security Act. 

Funds provided for currency conversion purposes by the ICA are 
rapidly diminishing and before long may become exhausted. The 
California dried fruit industry will then be dependent upon Public 
Law 480 for the movement of dried fruits into eatin export channels 
where the dollar balance is unfavorable. 

Our industry was extremely disappointed and distressed to learn, 
during the past few months, that sales of farm products in the U nited 
Kingdom, Norway, and Denmark, including our own dried fruits, 
could not be made because an overall agreement in which we might 
have shared could not be concluded under Public Law 480. 

We learned through trade sources that this was because of the 50-50 
cargo requirement and this was confirmed in the testimony given 
January 31 by Mr. Garnett, of the Department of Agriculture. 

We and other fruit industries of the Nation supported the enactment 
of Public Law 480 and had great hopes for it as an instrument whereby 
we could regain certain export markets. 

Our concept of the law is that it was designed to move farm surpluses 
both publicly and privately owned. Dried fruits qualify under the 
latter. It was not conceived as a foreign aid program. 

We as an industry are extremely anxious to maintain and improve 
the market in Great Britain for California dried fruits. We are 
anxious to regain and expand our former markets in Norway and 
Denmark. 

We sincerely believe this can be done if the 50-50 cargo provision 1s 
not made a condition of sale in these countries. 

I would like to conclude by calling attention of the committee to a 
resolution passed by the } National Council of Farmer Cooperatives 2 
their meeting held in Los Angeles January 16 to 19, 1956. I quote: 

The National Council of Farmer Cooperatives favors legislation which woul 


bring about such modifications or adjustments of the so-called 50-50 cargo prefer 
ence clause as not to impede exports of United States agricultural products. 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 213 


The CHairman. What shipments or negotiations to Great Britain 
ave failed to be completed on account of the 50-50 provision ¢ 
Mr. 'THorrr. None so far. We are concerned about the position oi 
the United Kingdom because of what may happen next year. 
The procurement authorization for dried fruits, the ones we have 
now under ICA, expire in March of this year. 


The CHamman. You say on the bottom of page 1, and the top of 
page 2: 


Industry has been seriously concerned with postwar excess of dried fruits 
from other world producers of our commodities. 

Is that not mainly your trouble if there h: as not been any negotiation 
which failed of completion in Great Britain / 

Mr. Tuorrr. I would say it is a very serious problem. 

The CuarrMan. So far, unless you further develop that the 50-50 
act has interfered with the export of your dried fruit products that 
is the only reason given in your statement that I can ascertain. 

Mr. Torre. As far as the United Kingdom is concerned, sir. 

The CuarrMan. Yes: that is what you say. I do not know. 

Mr. Torre. As far as the United Kingdom we have to admit that 
we are looking at that in the light of future sales. 

The Cuaiman. There are only three countries in dispute over this 
matter, and the United Kingdom is the principal country. 

\s I understand Norway and Denmark are the other two. 

Mr. Tuorrr. Yes, sir. 

The CHatrmMan. What about those two with respect to your pro- 
auction. 

Mr. Tuorve. I learned for the first time the exact amount that had 
been proposed to Norway at this hearing. That information has not 
been available to us before. That was reported the other day here 
as being $2,300,000 worth of dried fruit. 

The CHAIRMAN. On page 2, you say: 

For instance, within the last 2 years we have seen liberalization of the dollar 
for dried fruits in Sweden, West Germany, Ireland, Holland, and Belgium. 

There is only one of these countries in question over this 50-50 
proposition. 

Mr. Torre. Norway. 

The CHamman. You said Sweden, Germany, Ireland, Holland, and 
Belgium. 

Mr. Tuorrr. They are not a problem. They furnish dollars for 
dried fruits. There is no problem. 

The CHairMAN. So your complaint centers on the United Kingdom 
a nd i in your own sti itement you say that other sources have been sup- 
plying the dried fruits for that country. 

Mr. Tuorrr. To the United Kingdom except that we have done 
considerable business, Mr. Chairman, under the Mutual Security Act, 
on currency exchange provisions. 

The Cuatrman. Of course, I am interested in disposing of the agri- 

ultural surpluses and doing business with other countries, but, from 
vour statement, I do not see where you have any great complaint 
against the 50-50 act. You do not substantis ate your complaint. 

Mr. Tuorre. I only report, Mr. Chairman, as to its effect this past 
year in Norway and the possibilities of what it nay mean to us in 

e future in the other two countries. 
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The CHaIrMan. Mr. Tollefson. 

Mr. Totuerson. Have you disposed of much dried fruit to Norway 
in previous years ¢ 

Mr. Tuorrr. Yes, sir; we have. 

Mr. Toiiterson. Your information as to the effect of the 50-5 
comes from the Department of Agriculture, does it not ? 

Mr. Tuorrr. Not entirely. No, our first information, Mr. Con- 
gressman, came through what we term trade sources; that is, our 
own members in dealing with their agents overseas. 

The Cuamman. What did they say ? 

Mr. THorrr. They said that, as it came to me, and I cannot of 
course, quote them in essence, the possibilities of sales in Norway and 
future possibilities of sales in the United Kingdom and Denmark 
would be impaired by the 50-50 clause. 

The CnrarrmMan. Do you think the statement that the Secretary 
of Agriculture made impaired the negotiations? Do you think that 
the purported statement of the Secretary of Agriculture could injure 
the negotiations for transactions under this act ? ? 

Mr. Tuorrr. I think it would; yes. 

The CuatrmMaNn. Probably his statement harms you as much as the 
»0-50 act itself, then / 

Mr. Tuorre. May I ask the chairman what specific statement was 
that ¢ 

The Cuairman. I thought you had been here. 

Mr. Torre. I have. 

The CramrMan. He has been quoted to say that he did not advocate 
the 50-50 provision and he was working for its repeal. In itself 
that would have, would it not, a damaging effect on the negotiations 
for transactions ? 

Mr. Tuorre. I think it would. 

The Cuatrman. Did you discuss it with the Department of Agri- 
culture ¢ 

Mr. Tuorrr. Not that particular point; no, sir. 

The Cuarmman. Did you discuss this ? 

Mr. Tuorpr. I have; yes, sir. 

The Cuarrman. What did they say ? 

Mr. Tuorrr. They have merely reported to me—and, mind you. 
they are not too frank or don’t give me too much infor mation about 
their negotiations, but simply to confirm the fact that in certain 
countries they were having difficulty. 

The Cuamman. How much dried fruit is there in storage by tl 
Commodity Credit Corporation / 

Mr. Tuorrr. None, sir. These are privately owned stocks. 

The CratrmMan. This is just'a private business transaction and not 
the effort to move surplus / 

Mr. Trorre. Yes, sir. They are in surplus, but it is not owned by 
Government. 

Mr. Casey. It is not listed as a surplus commodity by CCC? 

Mr. Tuorrr. No, sir: it is not. 

The Cuamman. We are only dealing here with surplus commodi- 
ties that are affected by the 50-50 act, and trying to find out to what 
extent 

Mr. THorrr. Our surplus commodities, Mr. Chairman, are eligible 
under this act. 
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Mr. Petty. Will the gentleman yield? 

Mr. TotieFson. I y ield. 

Mr. Petiy. I thought the 50-50 provision only referred to Govern- 
ment cargo. 

Mr. Casry. Maybe he ought to explain that while they are not 
stored by CCC, they are eligible to be handled under title I. 

Mr. THorpe. That is correct. We can make sales under the cur- 
rency exchange provisions of this law. 

Mr. PrLiy. But half of them do not have to go in American bottoms. 

Mr. Tuorrr. Yes, they do, because it is part of Public Law 480. 
They do not become exempt from the provisions of the law because 
they are privately owned. 

Mr. Casey. Can you sell all you want for dollars without going 
50-50? 

Mr. Tuorrr. Yes, sir. 

| wouldn't say that we can sell all we want. 

Mr. Casry. If you can get somebody to buy them. 

Mr. Tuorrr. Yes, sir. 

Mr. Casey. And 50-50 would not apply / 

Mr. THorrer. It would not apply in a dollar transaction. 

Mr. Mitier. Will the gentleman vield / 

lo you think dried fruit moves in the liner trade? 

Mr. Toorrr. Yes, sir. 

= Mitter. It is entirely a berthline ship movement where the 

eight rate does not affect it at all? 

Mr. THorre. No, sir. 

The Cuatrman. Mr. Tollefson, excuse me. 

Mr. Totuerson. The sales you previously made, were they for 
collars ? 

Mr. Trrorrr. Yes, sir. In Norway and we did have a purchaser in 
the early postwar years for dollars for raisins by the British Ministry 
OT Food. 

However, the British Ministry of Food has turned the purchase of 
dmed fruits back to the commercial trade. 

Mi. Totterson. I was talking about Norway now. 

Mir. THorrr. Norway, ves, sir: we have made sales for dollars in 
Norway. a 

Mr. Tounerson. For a long period of time ? 

Mir. Toorer. After the war, sir? 

Mir. Totterson. Yes. 

\Ir. THorrr. We have made a few sales in there every year except 

~ last year when our sales were very small. 

‘TOLLEFSON. Were they all for dollars / 

Mr. THorer. They were made for dollars which I understand were 

tained by a complicated procedure which T cannot explain, known 
isa switch transaction. 

Mr. Totterson. How big were those sales / 

Mr. Tuorre. In tonnage? 

Mr. Totterson. You called it a switch. 

Mr. THorper. By that I mean a third country entered into the deal 

d furnished the dollars for Norw ay. 

Mi. Totiterson. Wht was the extent of those sales over an average 
vear ¢ 


Mr. Tuorpe. I can give you some figures. 
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Mr. Totierson. Can you? 

Mr. Tuorrr. Yes, sir. 

I don’t want to rely on my memory. In 1953 we sold 6,347 tons to 
Norway. 

In 1954 we sold 7.689 tons. 

In 1955, for the first 11 months, we sold 29 tons. 

Mr. Totterson. What would that mean in dollars, roughly? Take 
one year ‘ 

Mr. Tuorrer. It will have to be a guess. I would say probably close 
to $2 million. It depends entirely upon the price of the commodity 
at the time. 

Mr. Totierson. Now, then, you had these dollar sales before. Why 
can you, or anyone, say that the lack of dollars sales this last year 
were due to 50-50? 

Mr. Tuorre. I didn’t say that. I don’t think I said that. 

Mr. To.tuerson. You may not have said it in that many words. 
That was the impression I received. 

Mr. THorre. May I give you my own explanation of that? 

Apparently Norway has no more dollars to buy dried fruits. 

Mr. Totiterson. You are concerned more with what might happen 
in the future? 

Mr. Tuorrr. With the countries of the United Kingdom and Den 
mark, we are quite concerned with the loss of the $2,300,000 sale which 
was an actual part of the negotiations as I understand it. 

Mr. Totierson. Does Norway buy any dried fruit from the United 
Kingdom, from England ? 

Mr. THorrr. No, sir; unless it would be a resale of some sort, but, 
of course, the United Kingdom itself, if we are talking about the 
islands of Great Britain, they do not produce ied fruits. 

Mr. Touuerson. In 1955 did Norway buy dried fruit elsewhere ? 

Mr. Tuorrr. I don’t know. We don’t have the figures for 1955. 

Mr. Totierson. I believe that is all, Mr. Chairman, 

The Cuarmman. Summing it up, if you could get this switch game 
to work right, you would not have any trouble w ith 50- 50, would you/ 
Mr. Tuorrr. It is not the most desirable way of doing business. 

The Cuamman. We all know that. The desirable way is to sell 
and get your money. 

Mr. Tuorre. Direct for dollars; yes, sir. 

The Cuamman. Mr. Robeson. 

Mr. Ropeson. I would like to ask you a few questions because I am 
not of the opinion that you are too w ell informed on the subject: which 
you are discussing, and I do not understand exactly why you are sup 
porting this elimination of the 50-50. 

When did you reach the conclusion of this recommendation, that 
resolution that you supported ¢ 

Mr. Tuorrr. The resolution, Mr. Congressman, is not ours. | 
merely entered it in my testimony at the request of one of our mem 
bers who is also a member of the National Council of Farmer Coopera 
tives. It was for the information of the committee. 

Mr. Rorrson. You said that your conclusion in this regard was 
confirmed by someone. 

Mr. Torre. It was confirmed by the Department of Agriculture. 

Mr. Rosson. It was confirmed by the Department. 

Mr. Tuorpe. Yes, sir. 
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Mr. Ropeson. You had already arrived at that conclusion ? 

Mr. Tuorre. Yes, sir. We had obtained the information to the effect 
that sales could not be concluded in Norway, for instance, because of 
their objection to the 50-50 cargo preference. 

Mr. Roseson. Who gave you ‘that information ? 

Mr. Tuorre. That came from our own members who in turn had 
received the information from their agents in Norway. 

Mr. Ropeson. You mean it was just entirely their conclusion ? 

Mr. Torre. I have to take the word of my members when they 
make a statement. 

Mr. Roseson. Did you think you were joining in a joint effort to re- 
move the 50-50 with some other associates, or was this just you acting 
independently ¢ 

Mr. Tuorre. Up to the present moment, I think we are pretty inde- 
pendent. At least I see no other support here. 

Mr. Ropgson. Well, there was some here yesterday. 

Mr. Torre, On the part of the fruit industries ¢ 

Mr. Roprson. I mean there seemed to be some other people. I have 
been a football player. I recognize a squeeze play when I am invited 
into one, and I recognize who is quarterbacking it and I wondered if 
you were on a team or if you were independent on this. 

Mr. Tuorrr. It has been a rather independent movement on our 
part so far as concerns the fruit industry. 

Mr. Ropeson. I am like the chairman, I do not see where this par- 
ticular provision has really affected the disposal of your product 
except that you are told by somebody, I assume here, that these partic- 
ular countries, and they are the countries that have been mentioned 
here before, might, or maybe you have been told they would take a lot 
of your product if the 50-50 was not in here; is that right? 

Mr. Tuorrr. Mr. Congressman, I am convinced that these countries 
in question will buy California dried fruits or let us say, I am con- 
vinced that we can sell them dried fruits if we have access to their 
market. 

Mr. Roseson. Do you not have access to them ? 

Mr. Tuorre. No, sir; we do not have. 

Mr. Rogeson. You mean that they will not talk to you? 

Mr. Tuorre. It depends on what you mean by access. 

Mr. Roseson. If I know where a man is, I have access to him. 

Mr. THorrr. There are no dollars available for the purchase 
dried fruits, say, in the country of Norway. 

The CHamman. By eliminating the 50-50, then, would there 
(dollars available ? 

Mr. Tuorre. If we eliminated the 50-50? 

The CHatrMan. Yes, there would then be dollars available 
Norway ¢ 

Mr. THorer. I don’t know. 

Mr. Ropeson. How would that make them available. 

Mr. Cepersere. Will the gentleman yield to me? 

Mr. Roprson. Yes. 

The CuHatrrman. I am in sympathy with the gentleman about dis- 
posing of this agricultural crop, but we are dealing with a subject here 
of resistance to trade on account of 50-50. I asked you if 50-50 were 
eliminated then would Norway have dollars. 
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You say it is a question of dollars. Then would they have dollars / 

Mr. Torre. Yes, sir; they would have dollars. 

The Cuairman. How would they get them / 

Mr. Tuorer. Under the currency exchange provisions of Public 
Law 480. 

The CHatrman. If they are given dollars by this Nation, then they 
would have dollars. When did the last sale take place in Norway, 
of your commodity / 

Mr. THorer. I don’t have any specific dates. 

The Caran. Was it last year, or the year before / 

Mr. THorrr. Last year, as I testified, we sold into Norway 29 tons. 

The Cuamman. The 50-50 was in effect then / 

Mr. THorrr. They bought that with dollars. 

The CHamman. Mr. Robeson. 

Mr. Rogerson. I yield. 

Mr. CeperserG. What you are trying to tell the committee is that 
if the 50-50 law were repealed that some of the dollars which are not 
available directly to you would be available, for instance, through 
foreign-aid funds which could come back and buy your products 
through tthe exchange methods, but they would have to be shipped 
50-50 under Public Law 480 4 

Mr. Tuorpr. Yes. 

Mr. Creprrserc. So you feel that if 50-50 were repealed Norway 
would take some of this gift money and come back and buy dried 
fruits for it ¢ 

Mr. THorrr. They would be able to purchase our dried fruits; ves, 
sir. 

Mr. Roreson. I still do not know why they cannot purchase it now 
if they wanted to purchase it, Just as they could if there were no 
D0—D0. 

Mr. Torre. If they don’t have dollars, we can’t sell them. 

Mr. Roneson. Fifty-fifty does not keep them from getting dollars, 
does it ¢ 

Mr. THorer. Under Public Law 480 T would think it would. 

Mr. Casry. It does not keep them from getting dollars. They ca 
vet the dollars prov ided the Vv ace ede to the 50-50. 

Mr. Roprson, | wondered whoe xp: uned the oper: ation of the 50-50 
to you. 

Mr. Cepernerc. It has nothing to do with the getting of dollars. 
is the use of the dollars. 

The CratrmMan. I want to thank you on behalf of the committee fo 
this fruit. 

Mr. Miniter. I know that you mi ake reference here to the testimon) 
if Mr. Garnett on January 31.5 days ago. 
that testimony / 

THorve. I sat through the hearings: ves, sir. 

Mr. Mitter. Where you said that he made a very 
what he was trying to do 

Mr. Tuorpr. I believe what he said: ves, sir. 

Mr. Mititer. Was any mention made of dried fruit at any time d 
ing his testimony / 

Mr. Tuorrr. Yes, sir. 

Mr. Minter. When / 


Are you familiar wit 
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Mr. Torre. In the testimony they reported that there was included 
in the negotiations with Norway a total of $2,300,000 for dried fruits. 

Mr. Muuer. I was here during most of the time. I think about the 
only time that it was mentioned was when I asked him would it be 
where dried fruit was handled in tramp ships or berth liners? 

Mr. Torre. I remember your asking the question, Mr. Congress- 
man. 

Mr. Miiier. Because I am very much concerned with the sale of 
California dried fruits, just as all of us are, but I do not want to see 
the dried-fruit industry toying its kite and basing its effort to move 
this on a false premise and, frankly, I think that is the position in 
which you put yourself when you come in here and try to plead the 
50-50 law as the impediment to the sale of California dried fruits 
abroad. 

What you want abroad are dollars; is that right? 

Mr. THorrr. That is correct. 

Mr. Miiier. To purchase, and there is nothing to prohibit Norway 
or England, the United Kingdom, or Denmark, from taking advantage 
of Public Law 480 provided they comply with that provision setting 

up that half of the cargo passes in American bottoms, is there / 

Mr. Trorrr. No. 

- Mitier. They can operate perfectly under the law if they just 

ant to accept that one provision ¢ 

Vir, Torre. Yes, sir. 

Mr. Miter. You are not trying to tell us that that one provision 
is sufficient to build up the resistance to the sale of California dried 
fruit in those countries, are you ? 


Mr. Toorrr. Mr. Congressman, I merely report what has happened. 
Mr. Mrirter. What somebody has reported to you? I would hate 
to think that the high quality of California dried fruits would not sell 
themselves if dollars were available, the desirability of the product. 
In here you say that— 


In 1934-38 you sold 197,000 tons of dried fruit abroad, and in 1954, eighty- 
four-thousand-plus. 

Dollars are responsible for the loss of some of that business. What 
are the other factors that may be responsible for the discrepancy 4 

Mr. Torre. I would say dollars are, of course, the main fault as 
you put it. I do think that we are faced with a problem, Mr. Congress- 
man, if we wish to call it that, of increasing production of other dried- 
fruit countries. 

Mr. Mitier. That is the thing I want to bring out. Has there not 
been since the war an upsurge in certain fruit- producing countries 
n other parts of the world to come in and compete with us? 

Mr. THorrr. That is correct. 

. Mitier. That is one of the principal things that we in Cali- 

fornia have to ¢ ompete with and have to like. 

Mr. THorpr. You are right. 

Mr. Mutter. The only way we are going to do it is on quality, be- 
‘use their quality does not stand up to ours. 

Mr. Tuorpr. It does not. 

Mr. Mittrr. In any respect. 

Mr. Tuorpr. Mr. Miller, may I make the statement that their qual- 
ty is showing improvement. 
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Mr. Miuter. That is one of the things I am afraid of, that it will 
show improvement because they are going to learn from us how to 
improve it. That is one of the things where we are cutting ourselves 
out with the point 4 program, by teaching these people how to do it. 

Mr. Torre. I agree with that. 

Mr. Miuier. I want you to know that I am as concerned with this 
as anyone is and I am certain that my California colleagues are just 
as concerned as lam. I do not think, Mr. Thorp, that you can attach 
all of the discrepancies to 50-50 because I am sure that you realize the 
necessity for a sound merchant marine disregarding its defense 
potential which is indispensable, but in the ordinary course of trade we 
cannot be at the mercy of the other fellow, too. 

[ am concerned because, frankly, I think that people who have 
looked for an excuse have seized on this last straw, the 50-50 law, 
to tell them why the law has not functioned properly. I frankly 
do not like to see you fall into that trap, yet I am afraid they have 
you a little enmeshed right now. 

Mr. Ropeson. Mr. Allen. 

Mr. Auxen. Mr. Thorpe, do you know how this fruit moves from 
California ? 

Mr. TuHorrer. Yes, sir; it moves to Scandinavia entirely on foreign 
ships. 

Mr. Atten. That would be the Johnson Line mostly ? 

Mr. Tuorre. The Johnson Line, Fred Olson, I don’t recall all of 
them. 

Mr. Atten. How about to the United Kingdom ? 

Mr. Trorre. They don’t all move in United Kingdom ships to the 
United Kingdom. 

Mr. Atuen. Are they all foreign ships? 

Mr. Txorrr. All but one. We have one American line the States 
marine. 

Mr. Aten. Does States Marine make the calls at all of the ports 
that would be required to be served, or only the United Kingdom? 

Mr. Tuorre. I am told that they do not provide service to all of 
these countries. 

Mr. Aten. Do you anticipate, or do you find any difficulty that 
will be controlling in getting American ships to take 50 percent of 
the cargo if you should be able to sell under these foreign programs’ 

Mr. Trorrr. No; we could not possibly under the present service 
that is available to us, if we wanted to ship 50 percent of the cargo 
on American ships, because there is only 1 out of some 23 that are 
in the Pacific Coast European Conference. 

Mr. Auten. You are familiar, however, with the provision in the 
law that says that if American ships are not available foreign ships 
can be used ? 

Mr. Tuorpr. Yes, sir. 

Mr. Auten. Would you anticipate under that escape clause n0 
difficulty in finding transportation ? 

Mr. Trrorrr. If a deal were made, I am sure that we would have 
no difficulty. 

Mr. Auten. I think Mr. Miller went into the complications of com- 
petition from other countries in supplying the product. 
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Is it possible now to fully supply the dried- fruit needs of the 
foreign nations from sources other than California! Is it completely 
eliminating California ? 

Mr. Tuorpe. It is possible, but not probable. 

Mr. Auten. Are there other States in the United States that furnish 
a material part of the dried fruit for foreign export ? 

Mr. Tuorrr. Not to any substantial degree. Oregon produces 
prunes. 

Mr. Mitier. Before the gentleman finishes would he yield to me? 

Mr. AuxeNn. I will yield; yes. 

Mr. Mitier. Just for the sake of the record, I have had them go 
over the testimony of Mr. Garnett, and the references to dried fruit 
were on page 17. 

In listing a group of products he goes on to speak of : 

Cotton, feed grains, soybean cake, tobacco, and fruits, dried fruits. 

That was during Mr. Tollefson’s question and then it goes on from 
that. 

Then in a breakdown for Denmark he gives us: 

Wheat, $2 million. Corn, $4 million; tobacco, $1 million; ocean transporta- 
tion, $700,000. 


For Norway, the commodity composition of Norway was: 


Wheat, $1.3 million; feed grains, $3.7 million; tobacco, $2.1 million; dried 
fruit, $2.3 million; apples and pears, $0.3 million; fresh citrus, $0.7 million; 
ocean transportation, $0.9 million. 

Then the only other references came when I asked him whether 
dried fruits moved in tramp vessels, a question that I had put again. 

These references in Mr. Garnett’s testimony are the only references 
in dried fruit and the only speciic one was $2,200,000 to Norway. 

Mr. Auten. Mr. Thorpe, coull you give us some information as 
to what percentage of the total dried-fruit export would be going to 
these two countries? I think ycu started with $100 million of pro- 

cessed value. That would be $2 million to Norway and what would 
you anticipate to the other count ies? 

Mr. Torre. I would say that your potential dried-fruit sales into 
the United Kingdom could approximate $15 million. 

Mr. Atuen. And Denmar)<? 

Mr. Torre. And Denmark, }: have to give you that. in tons. I 
have not evaluated it in dollars, but it is a potential market for 
10,000 dried fruits and raisins 

Mr. Aten. That is about 180 tons? 

_ Mr. Trorrr. You would Lave to break it down. The world market 
lor California raisins is approximately $200 a ton. I would say 
prunes of the quality that they require would probably range about 
S400 a ton. The other dried fruit commodities v: ary in price. 

Mr. Aten. If you assume a $3 million value, you are talking about 
820 million of export on a $145 million program, or approximately 
one-seventh of your market is involved ? 

. Tuorrr. In these three countries, sir. 

. AuLen. Does the 145 million include domestic market as well ? 

. Torre. Yes, sir. 

ALLEN. What percentage of your $145 million goes to the 
domestic market ? 
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Mr. Tuorre. In dollars? As I remember the figure, and it is very 
difficult for me to keep these figures in my head, today we are get- 
ting about 23 percent of our production in export. 

Mr. Miter. Would the gentleman yield ? 

Using your figure 450 000 tons and using the figure of 84,000 tons, 
including Canada, which i is important because Canada is not affected, 
450,000 and 84,000 will give you just about 18 percent and not 23. 
Going further if the gentleman would yield, the prewar 50,000 tons in 
1954 subtracted from the 84 ,000 tons would give you about 34,000 of 
those tons going into C anada. Is that what you exported to Canada! 

Mr. THorre. No; not to Canada. 

Mr. Mitirr. That would be merely a deduction. I tried to arrive at 
the Canadian amount of export by subtracting your total figure going 
to Europe from your total export. 

Some of that 34,000 would go to Canada and some of it to the Orient. 

Mr. THorrr. And some to South America. 

Mr. Mitxer. Then I cannot arrive at it, but it is 50,000, 50,634 to 
Kurope. 

Mr. AtLEN. I was trying to get the percentage of the export trade 
that is affected in these three countries. Apparently you do not have 
that. 

Mr. Miter. About one-tenth. 

Mr. Auten. Of the whole trade? 

Mr. Mitrer. Goes to the European countries. 

Mr. Casey. Since apparently it has been established that there are 
no liner services under the United States flag from the Pacific coast to 
Europe and the Scandinavian countries, and the only line you men- 
tioned was States Marine, I understand they have only one ship, for 
example, sailing between February 2 and March 28, and since the law 
provides that if American ships are not available at fair and reason- 
able rates the United States, or any shipper, can ship it on foreign 
bottoms, then it follows that any shipments that you made of dried 
fruit from California would undoubtedly go on foreign ships even 
with the 50-50 legislation; is that so? 

Mr. THorre. Yes, sir; that is correct. 

Mr. Casey. So it shows that they are using you people because they 
know the law as well as we do and they know that they would get these 
shipments of dried fruit on foreign bottoms so there is no basis what- 
ever for the dried fruit operation being objected to by the foreign coun- 
tries, because they are going to get it on their own ships anyway. 

Mr. Tuorre. If they make a deal. 

Mr. Casry. They may have a semblance of argument as far as prin- 
ciple is concerned on other commodities from other parts of the 
country, but no semblance whatever as far as dried fruit from Cali- 
fornia is concerned; is that so? 

Mr. Tuorre. Yes. 

Mr. Casey. So, so far as dried fruit is concerned, you people are 
just being used as a patsy, so to speak, to come in here and talk in 
terms of “repealing 50-50 when in fact it does not really affect the 
dried-fruit operation at all, and they are using you as an excuse for 
not consummating a deal in other commodities. 

Mr. Torre. We feel that we have lost sales because of it. 

Mr. Casey. I might say that the committee will hear the National 
Council of Farmer Cooperatives, whose resolution is quoted in the 
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last part of your statement. I think they are probably the proper 
ones to speak on behalf of their resolution, rather than to ask you 
about it. 

Mr. Tuorpe. Yes, sir. 

Mr. ALLEN. In other words, what it amounts to is that either the 
Department of Agriculture will not, or cannot, make a deal on dried 
fruits, but insists on a package deal of all the commodities which they 
wish to transact with Norway or it means the Norwegians will not 
buy dried fruits and carry them in their own ships unless they can 
also buy wheat and eliminate the 50 percent on the wheat, or some 
other commodity. Is that about the position ? 

Mr. Tuorrr. That question was asked could we separate dried fruits 
and make a separate deal and I was told no. 

Mr. Roseson. Who told you that ? 

Mr. Atten. By whom? 

Mr. Tuorrr. The Department of Agriculture. I believe it was 
Mr. Rubel. 

Mr. Atten. Do you know where he made that declaration ? 

Mr. Torre. No, I don’t, and I hesitate to frankly quote anybody 
as saying that because don’t remember just who it was that told me 
that. 

Mr. Aten. I join with Mr. Miller that I like to sell California 
fruit and anything in California, including California shipping, but 
I do not like to be in the position of destroying the interests of one 
to favor the interests of another, and I think that is about where you 
leave us, 

Mr. Ropeson. Since we are going to hear the principals in this 
resolution, we might excuse this witness. 

Mr. SuHeewan. I would like to ask a question. 

Mr. Thorpe, first of all, I might say that I am inclined to go along 
with Mr. Miller and Mr. Casey in their conclusions that the 50-50 
clause is not the thing that is keeping the dried-fruit people from 
selling much of this dried fruit. 

You just made the statement that “We have lost sales because of 
the 50-50 provision,” and I assume that you are still talking about 
the Scandinavian countries. 

Mr. TuHorrr. Norwegian. 

Mr. SHEEHAN. Are you selling anything to Sweden at the present 
time? 

Mr. THorpe. Yes, sir, we are. 

Mr. SureHan. When did you start selling them, after the war? 

Mr. THorre. I don’t have the figures as to just when we started, 
but I believe it was 2 years ago that they liberalized the dollar for 
dried fruits. 

Mr. Snrenan. That is right, and you know that all the Scandi- 
havian countries, Norway, Denmark, and Sweden, have not been able 
to buy dried fruits or any other products because before anyone can 
buy it they first have to clear with their particular government. You 
know that, do you? 

Mr Tuorpr. Yes, sir. 

Mr. SueeHan. You also know that the Scandinavian countries for 
a long time after the war had decided that certain materials such as 
production equipment was more necessary than food of certain types 
and, therefore, you did not get any of that business. 
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Mr. Tuorre. I understand that, sir. 

Mr. SureHan. And also do you know that the Scandinavian gov- 
ernments before they will okay buying certain types of American 
merchandise and releasing the dollars will also put restrictions on it 
as to how it is to be shipped ? Do you know that ? 

Mr. Torre. I didn’t know that; no, sir. 

Mr. Sueenan. Then your association should learn that because I 
know specifically that in Sweden up until recently when the Gov- 
ernment of Norway or Sweden would okay the purchase of certain 

American products they also gave the purchasers, individual people 
in the country, instructions as to how they were to ship and by whom 
they were to ship. 

Now, I know a firm, in fact my own firm, which used to buy a lot 
of merchandise from Sweden and Norway before the war. We were 
able to buy it and specify how we would ship it. 

Today, and since the war, the Government in Sweden and Norway 
before allowing their people the right to sell merchandise would also 
put a stipulation on them that they ‘had to pay in American dollars so 
that the Government could get the dollars. 

We could not pay the money here. The money had to be paid in 
American dollars to the people that were doing the shipping. 

Therefore, you're losing dried-fruit business not because of the fact 
that the 50-50 shipping, but because the governments of these coun- 
tries specify that they want American dollars. 

Mr. Miter. In effect, Mr Sheehan, was not all they were doing is 
insisting on 100 percent of their shipments passing in Norwegian or 
Danish bottoms ? 

Mr. Surenan. That is the net effect. Are you acquainted with 
those facts? 

Mr. Tuorre. You have just acquainted me with them. 

Mr. Surenan. So I agree with Mr. Miller and Mr. Casey that the 
50-50 clause as far as we are concerned here has very little to do with 
their purchase of dried fruits or stopping them from buying Califor- 
nia dried fruits. 

It is their policies and currency restrictions which are causing it. I 
think you are coming here without a basic knowledge of the facts 
of what has happened in Norway and Sweden and Denmark. 

That is all. 

Mr. Roprson. Mr. Mailliard. 

Mr. Mar1arp. I am interested in the conversation you had which 
indicated that the State Department or the Department of Agricul- 
ture would not negotiate on possible dried-fruit deals alone. Was 
that just a conversation or has your association ever made any specific 
request ? 

Mr. Troorre. We have not made a specific request or written request 
or verbal. 

Mr. Mar1arp. T should think it might be a fine thing if you would 
do that, because I think it is perfectly apparent from what has been 
brought out here that 50-50 ought not to be an impediment to this 
particular sale, 

Mr. Tuorrr. No. 

Mr. Mariutarp. And if, as in the case of the United Kingdom, they 
finally scaled down a program and made a deal only on tobacco, I do 
not know of any reason why they should not make a deal only on dried 
fruit. 
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Mr. Tuorre. It would please us if they did, Mr. Congressman. 

Mr. Maiurarp. I know I would be interested and I am sure Mr. 
Miller and Mr. Allen would be interested in a copy of any course that 
you might present to the Government with that end in view. 

Mr. THorrr. I would be very happy to make such a request and 
send such copies as well as a copy of the replies. 

Mr. Mariurarp. Thank you. 

Mr. Mitier. Would the gentleman yield? 

Maybe our dried-fruit salesmen are not quite as good salesmen as 
the tobacco salesmen in this case. 

Mr. Casry. I think it might be appropriate for the chairman of the 
committee to address a letter to Secretary of Agriculture and ask 
whether or not there was any policy or reason why deals cannot be 
made on separate commodities where the American ships are not avail- 
able and the foreign ships would get it anyway. 

Mr. Mariurarp. It certainly seems to me that this, along with some 
other things, raises a suspicion as to whether the administration of the 
law is not such as to make the law as onerous as possible. 

Mr. Casey. If they tie them together they are deliberately sabotag- 
ing the thing. 

Mr. Mariurarp. And generating political support for their opposi- 
tion to 50-50. 

Mr. Mitirer. I would like to request that Mr. Casey be instructed 
to write to the Secretary. 

Mr. Ropgrson. If that is agreeable with the members. 

(Department of Agriculture letter in answer :) 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 20, 1956. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

DEAR CONGRESSMAN BONNER: This is in response to your letter of February 6, 
1956, inquiring as to whether it is our policy, in connection with the title I, 
Public Law 480 program, to refuse to separate a particular commodity from 
others being offered even though there might not be any objection to the ship- 
ping phase of that commodity. 

There have been occasions on which we have used a strong desire of the 
importing country for a particular commodity as a negotiating point in cbtain- 
ing agreement to a package program. This has not been the case, however, 
With respect to any country which has made an issue of cargo preference 

Early in the negotiations with Norway the Norwegian officials raised the 
oint of lack of United States-flag service from the west coast which might be 
used to carry dried fruit and inquired about a separate program for fruit. 
On the basis of informal discussions with representatives of the shipping indus- 
try we concluded that there probably would not be any United states-flag ves- 
sels available to transport fruit from the west coast, but that it could not be 
ascertained with certainty that no United States owner would desire to partici- 
pate when the time came for space to be booked. 

The Norwegians were informed that we were agreeable to a separate program 
for fruit and that we would probably be able to permit all vf the fruit to be 
carried on Norwegian vessels. However, they were desirous of an advance 
‘commitment on the part of the United States that no United States-flag vessels 
need be used, without regard to whether United States owners might offer to 
participate at the time space was booked which might be several months in the 
future. Had we agreed to this we could probably have had a separate program 
for fruit. We did not feel that we could properly enter into such an agreement. 

Sincerely yours, 
EaArL L. Burz, 
Assistant Secretary. 
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Do you have any questions, Mr. Dingell ? 

Mr. Dince.u. No questions, Mr. Chairman. 

Mr. Ropeson. Mr. Pelly? 

Mr. Petry. I wanted to ask if you had any figures as to the type 
of ships, foreign or domestic, in which the exports of dried fruits 
that we do send abroad go. Did American ships carry any of the 
tonnage that we shipped to Europe in 1954? 

Mr. Tuorre. Mr. Congressman, for purposes other than for testify- 
ing at this hearing, we made such a request and the conference will not 
give us those figures. 

Mr. Petry. I have the impression that you have come in to testify 
against the 50-50 cargo preference provision, and I do not think that 
you have any case. 

I do not think you have any information. 

Mr. Tuorrr. I have only come to testify as to how we feel it has 
affected our commodities. 

Mr. Petiy. Well, it is a feeling that you obviously have, but I do 
not think that you have backed it up with any statistics or informa- 
tion, but I will say that you have done a good job when it comes to 
selling California golden raisins to me. They are the best things I 
have ever tasted. I cannot see why with as fine products as obviously 
California has it does not sell more than 50,000 tons abroad because 
they certainly are good. 

That is all. 

Mr. CrprrserG. Did I understand your previous testimony correctly 
that the information that you are giving the committee as to your 
opposition to 50-50 came directly from people who are members of 
your association who were dealing with people in, say, Norway, who 
stated that they cannot do business with your members because of the 
50-50 law ? 

In other words, your information came from foreign sources ? 

Mr. Tuorrer. Indirectly; yes. I got that directly from my own 
members. 

Mr. Crperserc. But your members told you that they were having 
trouble ? 

Mr. Torre. Yes. 

Mr. Creperserc. So that your information came from a foreign 
source rather than domestic source? 

Mr. Tuorpr. That is correct. 

Mr. CepErBerG. What is the difference in price of a given dried fruit 
commodity that they might purchase from your members and what 
they might purchase in some other place in the world? Do you have 
any idea of what the differential is in price? 

Mr. Torre. There is very little if any differential. We have to 
compete on the world market. 

Mr. Creperserc. So that they would just as soon buy it from you? 

Mr. Tuorpr. I like to think, Mr. Congressman, that they would 
rather, because of the quality. 

Mr. Ceperserc. I thought probably there might be some large dif- 
ference in price which might make them go somewhere else and use 
the dollars for another product in our country that might not be 
readily available somewhere else. 

Mr. Tuorre. I think that could be true, for instance, in the case of 
Turkish raisins. They are a quite serious competitor on the world 
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market for raisins both in Germany and ‘in the United Kingdom, and 
[ would say also the Scandinavian countries. 

Mr. Crepersere. Would this not get down to being more a question 
of balance of currencies between the countries than anything that it 
actually has to do with the 50-50 law ? 

In other words, they have so many dollars to buy so many products 
in the United States and if they can buy them with different currency 
somewhere else, they can use those dollars here for something else 
and the 50-50 does not really enter into it. 

Mr. Tuorpe. I think, Mr. Congressman, that our members, our ex- 
porters, can do a pretty good job of selling our product in the foreign 
countries. 

Mr. Creperserc. If they have the dollars with which to buy it. 

Mr. Tuorre. Yes, sir. 

Mr. CeperBerG. But your industry is competing with other indus- 
tries within our own country who are after those dollars as well as 
you are? 

Mr. Tuorre. I think that is a correct statement. 

Mr. CeperserG. There are only so many dollars available. 

Mr. Txorrr. Yes, sir. 

Mr. CeprerBerc. So it may not be too much the 50-50 provisions as 
it is that matter. 

That is all. 

Mr. Roseson. Mr. Tumulty. 

Mr. Tumutty. Yes,sir. On page 2 of your statement you say: 

For instance, in the prewar years we enjoyed 38 percent of the European 
market for dried fruits. In 1953 this had dropped to 14 percent. 


~~. 


You do not include figures for 1950 and 1951 and 1952, and 1953. 

Mr. THorre. I can give them to you. 

Mr. Tumutty. Would you? 

Mr. Tuoree. Yes, sir; 1 would be pleased to. 

The prewar average, Mr. Congressman, was 38 percent. In 1946 it 
was 3514 percent. In 1951 it was 3914 percent. In 1952 it was 31 
percent. In 1953 it was 24 percent. In 1954 it was 1414 percent. 

Now, these 2 years that I have quoted as the 3514 percent, and the 
3914 percent contained Government purchases which were sent to 
Europe and could not be considered normal commercial transactions. 

Mr. Tumutry. Those Government purchases have ceased ? 

Mr. Trores. They have. 

Mr. Tumuury. That was before the 50-50 law was adopted; was it 
not? It was adopted August 26, 1954. Were the Government pur- 
chases extinct on August 26, 1954? 

Mr. Torre. They existed in immediate postwar years. 

Mr. Tumutry. So that the drop was beginning to occur before the 
50-50 law was passed, was it not, from 51 percent in 1950? 

Mr. Tuorrr. Thirty-one percent in 1952, and then 24, and then 141. 

Mr. Tumutry. So that the 14 percent which you say is 1954 was in 
the year that Public Law 664 of the 83d Congress was approved. 

It would seem to indicate that the law led to the 14-percent drop. 
It had been dropping before because of the termination of the Gov- 
ernment program. 

Mr. Tuorpe. Yes, sir; I did not mean to imply otherwise in any 
sense, 
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Mr. Tumutry. You are trying to get the facts. So that in addition 
you state and continue on page 2, you say : 

secause of lack of dollars, Europe has turned to other countries for a good 
portion of their supplies. 

Mr. THorrr. Yes, sir. 

Mr. Tumvu try. So that in addition to the United States Government 
ceasing to purchase the dried fruit we have an increased production 
in foreign countries which get into competition with you; is that cor- 
rect ¢ 

Mr. Tuorrr. Yes, sir. 

Mr. Tumvutry. And perhaps undersell you? 

Mr. Tuerrr. They do. 

Mr. Tumutry. Is that not true? 

Mr. THorrr. They do. 

Mr. Tumutry. So that that really when we get down to it, we can- 
not tell at all whether the 50-50 law had any Telation to your situa- 
tion except, as Mr. Casey pointed out, that it has nothing to do with 
your shipping whatever ? 

Mr. THorrer. I in no sense wished to imply in this statement that we 
were blaming the 50-50 cargo preference law for this drop. I was 
merely pointing out our position. 

Mr. Tumuury. What you are saying is that if your customers had 
more money you could sell them more coods ? 

Mr. Tuorre. If they had more money, more United States dollars. 

Mr. Tumutry. That is the only money that seems to be able to buy 
anything. 

Mr. Torre. Yes, sir. 

Mr. Tumvutry. That would be more money naturally for your 
business. 

Mr. Torre. Yes, sir. 

Mr. Tumutry. And like a good businessman, you naturally want 
to make more money. 

Mr. Tuorrr. That is correct. 

Mr. Tumutry. But it is not your position that the merchant marine 
should be sacrificed for the purely business considerations? 

Mr. Tuorre. J would hesitate to take that position. 

Mr. Tumutty. I imagine your position would be that if the 50-50 
law were vital to the maintenance of our mere ‘hant marine you would 
be willing, if necessary, to suffer a handicap in your business? 

Mr. Tuorrr. If that meant life or death, certainly. 

Mr. Tumvunty. But you are pretty well agreed now that the 50-50 
law has no relation whatever to your economic drop in export trade 
except what you have been told. I am speaking of what you know 
of your own knowledge. 

Mr. Torre. I cannot concede that, Mr. Congressman, in view 
of the statement which was made here, and which I say was confirmed. 

Mr. Tumutry. Let me put it this way: Except for the statement 
by Mr. Garnett which you heard, you have no other information which 
would indicate that the 50-50 law has in any way caused a drop 
or injured your export business ? 

Mr. Torre. We have had that information from our members to 
that effect. 

Mr. Tumutty. Except for Mr. Garnett and other sources? 








“ 


1) 


n- 
a- 
th 


rs. 
uy 


ur 


int 


ine 


HU 


ald 


—() 
ade 
iow 


lew 
ed. 
ent 
‘ich 
rop 


; to 


OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 229 


Mr. Tuorre. That is correct. 
Mr. Tumuttry. That brings me to your statement where you say: 


Our industry was extremely disappointed and distressed to learn during the 


past few months that sales of farm products in the United Kingdom, Norway, 


and Denmark, including our own dried fruits, could not be made because 
an overall agreement in which we might have shared— 

So that you cannot state as a matter of fact that you would have 
shared. You only had a hope? 

Mr. Tuorrr. In the case of Norway we would have shared; yes sir. 

Mr. Tumuury. You would have shared ? 

Mr. TuHorpr. Yes, sir. 

Mr. Tumutry. Except for Norway, then, as to the United Kingdom 
and Denmark, that is purely a wish or hope on your part, something 
that might have happened and something that might not have 
happened @ 

Mr. Tuorre. It is planning ahead, Mr. Congressman. 

Mr. Tumuttry. There is no factual situation ? 

Mr. Tuorrr. No. 

Mr. Tumutry. So the only thing that you lost was the possible 
deal with Norway ¢ 

Mr. THorrr. Yes, sir. 

Mr. Tumuury. And you were told then that the reason you could 
not get the deal was because of the 50-50 law? 

Mr. Trorrr. We were told that; yes, sir. 

Mr. Tumutry. You were told that? As you say, “We learned 
through trade sources ¢” 

Mr. THorre. Yes, sir. 

Mr. Tumutry. How did you know that you had a deal cooking 
with Norway? It was being handled by our State Department? 

Mr. THorrr. And Agriculture. 

Mr. Tumutry. And Agriculture? 

Mr. THorrr. Yes, sir. 

Mr. Tumutry. You knew that they knew that you were interested 
in that sale to Norway ? 

Mr. Tuorrs. That is true, but they have never at any time told us 
what amounts. 

Mr. Tumutry. I have not asked you that. You were in touch with 
the Agriculture Department in the process. 

Mr. Tuorpr. Yes, sir. 

Mr. Tumutty. You were naturally telling them about these de- 
licious raisins and you were telling them about the prices in the nego- 
tiation; were you not? You were in touch with them ? 

Mr. Tuorpe. That is correct. 

Mr. Tumutry. How did you learn that the deal did not go through? 
Did you ever call and say “What happened, boys?’ 

“Do we sell, or don’t we?” 

Did you ever call the Agriculture Department ? 

Mr. THorrr. Yes, sir. 

Mr. Tumutty. They told you that they could not make a deal, the 
Agriculture Department ? 

Mr. Tuorpr. They did. 

Mr. Tumutry. And they undoubtedly told you the reason? 

Mr. Torre. Yes, sir. 
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Mr. Tumutry. So the Agriculture Department did tell you that 
they could not make the deal because of the 50-50 law; is that true? 

Mr. Tuorpe. Yes, sir. 

Mr. Tumutry. So that you learned not only through trade sources, 
but also through the Government sources that the deal could not be 
made because of the 50-50 law? 

Mr. Tuorre. Yes, sir; but it was not in the form of any documented 
answer such as a letter. 

Mr. Tumutry. What did they say, and who said it? 

Mr. Tuorpe. I believe it was in the course of several conversations 
with Mr. Rubel of the Specialty Crop Division in Foreign Agricul- 
ture Service. 

Mr. Tumutry. What did Rubel say ? 

Mr. TxHorPe. He told me that the deals had not been consummated 
and the main objection was the 50-50 Cargo Preference Act. 

Mr. Tumutty. Mr. Rubel told you that the main objection to the 
deals was because of the 50-50 law ? 

Mr. Torre. Yes. 

Mr. Tumutty. Did he know that the 50-50 law had no application 
for you?’ He must have. He knows your business pretty well. 

Mr. Tuorre. I am sure he was acquainted with that. 

Mr. Tumutty. So that when he told you that, you os he both knew 
that the 50-50 law so far as you alone were concerned, had no relation 
to you. 

Mr. eee Only as part of the whole deal. 

Mr. Tumutry. Did you then say “How about the dried fruit?” Can 
we sell them that? Or did you become disheartened ? 

Mr. Tuorre. No; it is very difficult to say specifically when I asked 
a specific question, but I recall asking either Mr. Rubel, and I think it 
was Mr. Rubel or someone in the Department—“Well, in that case why 
can’t we negotiate with them on dried fruits?” 

Mr. Tumuury. What did Rubel say ? 

Mr. Torre. The answer was, if it was Mr. Rubel, that there could 
be no separate deals made. 

Mr. Tumutry. He said that? 

Mr. Tuorre. I believe that information also came from one of our 
members who was traveling in Europe at the time. 

Mr. Tumutry. Let’s stick to Rubel right now. Did you ask him 
why there could be no separate deals made? Did you ask him to try? 
Do you mean to say that after this deal was cooking and involved quite 
a bit of money that you did not query more about it to find out the 
situation ? 

Here was this law that you were told stood in your way of expanding 
your export business. Did you ask him how or why this law had such 
an effect and did you talk to each other and exc hange views on it? 

Mr. Torre. Yes; many times. 
<7 Tumutry. Did Rubel say to you, “We want to get rid of this 

aw 

Mr. TxHorrr. No; I couldn’t say that he did. 

Mr. Tumutry. He did say something that that law was a handicap! 

Mr. Torre. He merely mentioned to me that as I recall it, that was 
the obstacle and I don’t ever recall at any time that he would say we 
should take this position or that position. 

Mr. Tumutrty. He just told you it was an obstacle. 
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Mr. Torre. Yes, sir. 

Mr. Tumutry. That you did not get your business because of this 
law and you made no further inquiry after that because you took his 
word for it? 

Mr. Tuorpe. Yes, sir; I took his word for it. 

Mr. Tumutry. And you went to the members of your own trade who 
told you something similar? 

Mr. THorrr. They came to me. 

Mr. Tumu try. So then you decided if the law was the obstacle, get 
rid of the law; is that not so? 

Mr. Tuorrr. If the law were the obstacle; yes, sir. 

Mr. Tumutry. Did you tell Mr. Rubel you were going to do that, or 
any one in the Agriculture Department ? 

Mr. Tuorre. I think I have acquainted him with our position on it. 

Mr. Tumutry. And he is approving your position ¢ 

Mr. Torre. He offered no objection. I can’t say that he patted 
me on the back. 

Mr. Tumutry. He did not advise you not to do it. That is one 
thing. 

Mr. Tuorre. No, he did not tell me not to; didn’t discourage me. 

Mr. Tumutry. So that your position here today is essentially based 
on information which you got from Mr. Rubel and from the members 
of your own organization ; is that correct ? 

Mr. Tuorrr. That is correct. 

Mr. Tumutry. It is based on no factual knowledge which you have 
learned in the course of your own business. There is nothing you can 
point to in the 50-50 law as being hostile to your export trade except 
what was told to you. 

Mr. THorrr. That is correct. We have no access. 

Mr. Auten. Will you yield? 

Mr. Tumutry. Yes. 

Mr. Auten. Mr. Thorpe, are you in a position that unless you deal 
through Mr. Rubel or someone in his Department there is no possi- 
bility ‘of making any transactions ? 

Mr. Toren. That is correct. 

Mr. Auten. Is that your only source of outlet ? 

Mr. Torre. The overall negotiations have to be completed before 
we can step into it. 

Mr. Auten. It is good business for you to be in agreement with 
him @ 

Mr. THorpr. We generally are in agreement with him; yes, sir. 

Mr. Mitter. Will you yield? 

Mr. ALLEN. Yes. 

Mr. Minter. Can you negotiate a deal yourself? If you went to 
England and created a demand for dried fruit, could you come back 
and work it in reverse through him ? 

Mr. THorre. We cannot negotiate any deals until it has been offi- 
cially approved and procurement authorization is issued. 

Mr. Mituer. If you did that, would he be receptive to the proposi- 
tion that you might make? 

Mr. Tuorrr. Do I understand if we attempted. 

Mr. Miniter. Not attempted, but after analyzing the market went 
over and tried to create a sale in one of these countries and then you 
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came back here and said, “We have done this. We want you to pick 
it up from here.” Would he encourage that? 

Mr. Tuorrr. We have exercised as much—I don’t like to say pres- 
sure—but we have exercised all the influence that we can to induce the 
Department of Agriculture to negotiate sales with these countries so 
that we could participate in them. 

We did that, of course, after evaluating the markets in those 
countries. That is all. 

Mr. Creperrerc. Would the gentleman yield? 

Mr. Dincei.. After having observed the very splendid quality of 
the product, I find it difficult to believe that if the 50-50 law were 
properly administered and in view of what you have told us about 
these being principally not carried by American bottoms because the 
law does not apply because of the escape clause there I find it difficult 
to believe that if that law was properly enforced you folks out in 
California would have difficulty moving these products. 

Maybe I had better say that this way: 

Do you think that if you were able to make separate sales the way 
the tobacco people did a little while back, you would be able to com- 
pete more favorably with some of these foreign dollar competitors 
of yours? 

Mr. Tuorrr. IT would say that if we were given the opportunity 
to deal with these countries we could make sales; yes, sir. And I 
think we could get a fair portion of the business. 

Mr. Drveexr. I am not familiar with whether or not you can deal 
directly, but what I would like to treat more specifically is this: 

If you were able to have the Agriculture and State Department 
people make separate sales for you where it is possible, not make sales 
as a part of an overall tied-in transaction where a large number of 
commodities are involved, say wheat and tobacco and cotton and so 
forth, do you think that you would then be able to make sales? 

Mr. Turorrr. Yes, sir; I do. 

Mr. DinGetx. So it would appear on that basis that perhaps the 
State Department and Agriculture Department really have not been 
giving you this representation in these trade negotiations that they 
should; is that a fact? 

Mr. Tuorrr. I would hesitate to say that they have not given us 
consideration. 

Mr. Ceperserc. Will the gentleman yield? 

Mr. Dincetu. They have perhaps disregarded your best interests 
in these trade negotiations. Would that be a fair statement? 

Mr. Trorre. I don’t believe they have disregarded our best interests, 
Mr. Dingell. 

Mr. Dinceti. If they refused to make sales because of tie-ins with 
certain commodities ? 

Mr. Tuorre. I don’t know whether the fact that we cannot make 
straight sales is due to the fact that our own Department will not 
negotiate that way, or, say, the foreign country. So I cannot answer 
that question. 

Mr. Drncert. Mr. Thorpe, I want you to know that we are entirely 
in sy mae athy with your problems and the problems of your producers, 
but we are trying to get at facts and trying to find out whether or not 
this ioe | is made unworkable by its administration. or whether it is 
a bad law, or a good law, and whether or not these foreign countries 
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are perhaps as much responsible for the lack of American trade with 
their dollar restrictions, and so forth, as perhaps the 50-50 law is. 

Now, you told us, sir, that you think you could have made separate 
sales; is that right? 

Mr. Tuoree. 1 say given the opportunity to make separate 8 sales. 

Mr. Dixcerx. You could have made separate sales ? 

Mr. THorre. I am sure we could; yes, sir. 

Mr. Dincett, From that we go next to the proposition that you 
were unable to make separate sales because the Agriculture people and 
the State Department people told you that you could not make any 
sale except in connection with tie-ins with other commodities. Is 
that a fact? 

Mr. Tuorre. I think that is a fact; yes, sir. 

Mr. Dincetn. From those two propositions we go to the third propo- 
sition that if your interests had been served as well as they could 
have been, you would have been permitted to make those separate 
sales ¢ 

Mr. Trorrr. I think we could come to that conclusion. After all 
we are primarily interested in our product. 

Mr. Dinceti. You have told us that a portion of your interest in 
appearing to testify this morning was stimulated by the people in the 
Agriculture and State Departments; i is that a fact, by Mr. Rubel? 

Mr. Tuorre. Would you mind repeating that ? 

Mr. Dincett. Would you read that back. 

(The record was read by the reporter.) 

Mr. Tuorrr. I would deny that anyone in Agriculture made any 
effort whatsoever to get us to appear at this hearing. 


Mr. Dincett. | hope’ you do not feel that that was an unfair ques- 


tion. I did pet mean they had said, “You go up and testify against 
this law.” I did not imply that. 

What I meant was this: Is it not a fact that the conversations which 
you had with Mr. Rubel in Agriculture had some controlling part in 
fr: aming your own opinion of ‘this 50-50 law ? 

Mr. Trioree. I would say the information that we derived as a result 
of maybe several conversations, sure, they had some influence. 

Mr. Dinceiy. So then it would appear that perhaps Agriculture 
has been dealing a little less than fairly with your people and that 
they have been, “perhaps, inducing you to come forward here to take 
a position that really does not reflect your real needs? Is that a fact? 

Mr. Tuorrr. They have not made any effort whatsoever to induce 
us to testify at this hearing. 

Mr. DinGeix. I do not say that they made you come up here and 
told you to come up here, but the fact of the matter is that the informa- 
tion which they gave you played some part in bringing you here 
before this committee. 

Mr. Tuorrr. I think that isa fair statement; yes, sir. 

Mr. Dincetx. And as a result of this information which they gave 
you which brought you up here, you perhaps have been induced to 
testify toward a position which Agriculture would like you to take? 
Is that a fact? 

Mr. Tuorre. We have not been induced by anyone. The decision 
was entirely our own. 

Mr. Dincett. But it was based on information which you received 
from Agriculture? 
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Mr. Tuorpe. That is correct. 

Mr. Tumutry. If that information had been accurate, you were 
willing to concede that you would not be here today ? 

Mr. Txorrer. I have no reason to believe that the information was 
not accurate. 

Mr. Tumutry. Mr. Casey pointed out here that the 50-50 law had 
nothing to do with you whatever, but the Agriculture information 
indicated that it did. 

Mr. Casey. In fairness to the witness, Mr. Tumulty, if Agriculture 
has a policy of only making these tie-in sales, so to speak, and if Nor- 
way turns the whole deal down because of the tie-in sales, then, of 
course, 50-50 does have something to do with it, and also Norway 
might very well turn down this purchase of dried fruits as long as 
50-50 remains on the books, even though, in the particular case of dried 
fruits, they would get all the shipping themselves. 

Mr. Tumutry. That is true pe on the other hand, if that were 
made clear to him that the 50-50 law had no application to his particu- 
lar industry and there was no sound reason for Norway to take that 
stand, insofar as he is concerned, there would be no reason for him 
to be here. 

Mr. CeperserG. Would the gentleman yield ? 

There would be no reason for Agriculture to take that stand. 

Mr. Tumutry. It might be, if it was true of other industries that 
did not have the position he has. 

Mr. Cepersere. I do not see why Agriculture would object to mak- 
ing a separate deal, if it moved an agricultural commodity in our 
country. I think the objection would come from the foreign country 
itself, not from any of our departments. 

Mr. Tumutry. That may be true, but here is Agriculture telling the 
man this, and he says, “If in any way we might have shared”—he does 
not know whether he had a deal or not. They say “Look, this 50-50 
law is the cause of it.” They do not like it, anyway. They knew that 
he would get indignant about it. 

As a result of the information he has received, he is here, and finds 
out that he has no standing. I donot say that it is deliberate. It may 
be their policy to do that. 

Mr. Drncetx. I did not charge conscious wrongdoing on the part 
of Agriculture, but I have been trying to get Mr. Thorpe to the point 
where he would tell us that he has been given inaccurate information 
by Agriculture. Is that a fact? 

Mr. Tuorrr. That you are trying to get me to admit ? 

Mr. Dinceti. No. What I want you to tell me is that you have 
received inaccurate information from Agriculture before you came 
up here to testify. Is that not a fact? 

Mr. Tuorre. I do not consider the information they gave me in- 
accurate at all. 

Mr. Dincetu. I believe you heard Mr. Casey up there and I believe 
you heard Mr. Tumulty, sir. Actually, your commodity is not cov- 
ered by 50-50; is that a fact? 

Mr. Tuorrer. Yes, it is. 
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Mr. Drncetx. You received this information as to how you have 
lost these sales, because of 50-50; is that a fact, from Agriculture ? 
You received that from Agriculture, did you not ? 

Mr. THorpre. That we lost out as part of the overall agreement ? 

Mr. Drnceut. Correct. Now, is it not a possibility that it was 
Agriculture’s own maladministration of this 50-50 law, and this 
Public Law 480, which resulted in the failure of your dried fruits to 
move into the Norwegian markets? 

Mr. THorer. I would not, under any circumstances, Mr. Congress- 
man, say that there was maladministration. I would not make that 
statement. 

Mr. Casey. I think, Mr. Dingell, that the letter that we write to 
Agriculture will probably establish, first, whether the information 
was correct or not; and, second, whether there was any maladministra- 
tion in connection with this failure to make a separate deal. 

Mr. Drnceix. The thing I am getting at is that I think that Agricul- 
ture has a lot of dirty linen showing, and I think that when they have 
a possibility of making a sale and they do not take it because they 
refuse to—let us say—break down and deal in single commodities 
which can move, we are entitled to go into that in this heari ing. 

I think that Agriculture i is open to critic ism, and I think that you, 
Mr. Thorpe, as a representative of the fruitgrowers, should be one 
of the first to come forward and say that Agriculture i is not represent- 
ing the interests of your people. 

Mr. Torre. I cannot say that, sir. Asa matter of fact, if you will 
allow me to say so, I would say that they have been of tremendous 
help to us. 

Mr. Drincetu. In other things? 

Mr. Tuorrr. In more than one respect. 

Mr. Drngett. In other things, but not in this particular thing; is 
that right? 

The fact of the matter is that they have sent you forward to pull 
their chestnuts out of the fire this morning. 

Mr. Tuorrr. They have not sent me forward anywhere. 

Mr. Tumutty. Will the gentleman yield ? 

You said you lost out on part of this deal. What part did you 
have in that? What was the amount involved? 

Mr. THorper. $2,300,000. 

Mr. Mitter (presiding). Gentlemen, I do not want to cut you 
short, but Mr. Morse has been here now for 2 days. The hour is 
getting rather late, and we do want to get him on today. 

Mr Din YGELL, I have no more questions, Mr. Chairman. 

Mr. Miurer. Thank you very much, Mr. Thorpe. I want to tell 
you that we Californians are very proud of the samples you brought 
here. 

Mr. Tuorrr. Thank you also, Mr. Casey, for allowing me this time, 
in view of the fact that I must go back to California. 

Mr. Casry. Thank you very * much. 

Mr. Minier. Mr. Morse will come forward, and such members of 
his staff as are present. 


72725—56——16 
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STATEMENTS OF CLARENCE G. MORSE, MARITIME ADMINISTRA- 
TOR; WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR; 
T. E. STAKEM, JR., ASSISTANT TO DEPUTY MARITIME ADMIN- 
ISTRATOR; AND W. A. SPENCER, CHIEF, TRAFFIC BRANCH, 
MARITIME ADMINISTRATION, UNITED STATES DEPARTMENT 
OF COMMERCE—Resumed 


The CuatrmMan. Mr. Miller, are there any questions? 

Mr. Miniter. Not at this time, Mr. Chairman. I may have some 
later. 

The CHarrman. Mr. Tollefson ? 

Mr. Totierson. I have no questions. 

The Cuatrman. Mr. Allen? 

Mr. Auten. Very frankly, Mr. Morse, you went over the matter so 
quickly in its original state that I was almost hopeful that you would 
read the full statement. 

The Cuatrman. Mr. Tumulty? 

Mr. Tumuuty. No questions, Mr. Chairman. 

The Cuatrrman. Mr. Sheehan ? 

Mr. Surenan. Mr. Morse, you heard me asking the last gentleman 
some questions about the fact that these foreign governments closely 
regulate both imports and exports of the merchandise they are going 
to take in. 

Mr. Morse. Yes, sir. 

Mr. Sueenan. I also believe, from my own personal knowledge, 
that besides regulating the imports and exports, they put on other 
restrictions on them with reference to shipping particularly, and how 
it shall be paid. 

Now, do you know how this dollar shortage is reflected in the prac- 
tice of these foreign traders, yourself? 

Mr. Morse. No; I do not have any personal information. 

Mr. Suernan. You do not have any personal knowledge of that 
at all, 

Mr. Morse. No. 

Mr. Surenan. Do you then agree with me on the fact that before 
the foreign countries would grant any of their nationals an import 
license, they could put restrictions on the importers, so that they would 
only buy on certain conditions. 

Mr. Morse. That would be a very simple thing for them to do. 

Mr. Suernan. And by the same token, for instance, the Scandi- 
navian countries, before they would permit any of their nationals 
to export any merchandise, they have in the past—and I think they 
still put on terms that they would have to ship f. o. b. the foreign 
country, so that they can collect the freight in dollars. 

Mr. Morse. That would be a very simple thing to do also; and also 
to identify in letter of credit, for example, that the merchandise must 
be carried on a certain flag vessel. 

Mr. Sueruan. For instance, in my own case, of which I have par- 
ticular knowledge, before the war we were in the importing business. 
and used to buy merchandise from Norway and Sweden and were 
able to buy it and put on it our own freight terms, ship it on whatever 
line we wanted, and buy practically all of it f. o. b. foreign country. 
‘Today we cannot buy merchandise that way. We buy bread and cheese 
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ind sardines, and it is all sold f. o. b. American dollars, and the net 
result is that we have to pay in American dollars, and have no control 
whatsoever as to what line it is shipped on and who is going to ship it. 
Practically speaking, what many Revian countries are doing, espe- 
cially those doing their own shipping, is putting on restrictions that 
our salesmanship cannot overcome. 

Mr. Morsr. If I knew that that was a fact, I would agree. I have 
no specific information that the foreign governments are doing that, 
but it certainly would be easy to acc omplish. 

Mr. SueeH#an. Assuming that that is the fact—and you should look 
it up, because it is a fact as s far as my own company is concerned, and 
is true in the regular commercial transactions that I know of—couldn’t 
the same thing hold true of the purchases by these foreign countries 
of our own goods, even surplus goods, unless, of course, we tie string 
to them on the basis of these foreign aid programs. 

Mr. Morse. It would be very simple on their foreign exchange con- 
trols, to say “We will give you X dollars on certain conditions.” 

Mr. Surenan. That is right. 

Therefore, in many cases, maybe the result of this 50-50 law has 
no application whatsoever i in harming or stopping the purchase of 
material abroad, because it is all circumvented by the restrictions 
that the foreign country puts on their nationals. 

Mr. Morse. There is no question about that in my mind, that the 
objection to 50-50 stems primarily to the principle and not to the 
feasibility of importing 50 percent on American-flag vessels. 

Mr. Sueenan. Therefore, until our committee got exact knowledge 
of the action and the principles that these maritime nations take in 
respect to what they instruct their own nationals to do as to how 
to make provisions for shipping the goods, or in what terms they 
are to be purchased, we did not know what effect the 50-50 actually 
has on our loss of sales here. 

Mr. Morse. That is true. I think we have no information in our 
office, but we will endeavor to obtain information of any specific 
internal foreign government conditions attached to their releasing 
funds for purchases, or likewise, for exports. 

Now, I think that our State Department may have information of 
that character. 

(The information is as follows:) 


EFFECT OF FOREIGN IMPORT CONTROLS AND CURRENCY REGULATIONS ON OCEAN 
ROUTING; COUNTEREFFECT OF UNITED STATES 50—50 LEGISLATION 
In summary, foreign controls reduce, and sometimes preclude, United States- 
flag partic ipation in commercial cargo movements in our trade with foreign 
nations: Our cargo-preference legislation counteracts the effect of the foreign 
regulations in the small portion of our commerce which is financed by our 
Government and provides 50 percent United States-flag participation therein. 
The subject is discussed below under two headings: (1) Effect of foreign con- 
trols and (2) countereffect of United States cargo-preference legislation. 


1, EFFECT OF FOREIGN CONTROLS 


Some of these foreign measures are clearly intended to favor national flag 
vessels. But it appears that in many cases, even where no discrimination is 
intended, they are nevertheless detrimental to United States shipping under 
present world conditions. 

In view of the imbalance in foreign trade and limited extent to which cur- 
encies are convertible among nations in recent years, many nations must not 
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only guard against excesses of imports, but must purchase in areas where they 
have favorable currency balances, sell in areas where currency balances are 
needed. Varying forms of control are maintained to accomplish this, including 
permits to obtain foreign exchange, import licenses, export licenses, Government 
purchasing and selling arrangements for goods used in commercial trades. These 
measures also take cognizance of the ocean freight as well as the goods them- 
selves. Ocean freight is often a matter of 5 to 10 percent of value of the goods, 
but may run much higher for bulky items or for low-cost commodities, even 
50 percent. Accordingly, when foreign currency must be expended for procure- 
ment, the tendency is to restrict the ocean shipment to national flag vessels 
which can be paid in national currency. 

In the commerce of the United States where United States-flag vessels do 
most of their trading, it is particularly notable that in view of the premium 
on dollars in other countries, foreign interests endeavor to use all their dollar 
allocations for procurement and pay their ocean freight in local foreign cur- 
rency on national-flag vessels. Or, where national-flag vessels do not exist or 
are not available, preference is given to ships of the sterling block of countries 
or of the EPU (European Payments Union) before scarce dollars are expended 
for freight on United States vessels. Some countries require the use of national- 
flag vessels as a condition to the issuance of an import permit. 

In certain maritime nations of Europe it is contended that the authorities 
exercise no flag preference in the granting of import permits or allocation of 
dollar currency. However, in the absence of official compulsion, the importer, 
when given an allocation of dollars, tends to apply the whole amount in pro- 
curement, and pay his ocean freight in local currency. In such cases no ma- 
terial disadvantage may result to the United States-flag operator if he is per- 
mitted, in competition with the national-flag line, to collect freight in the for- 
eign currency and convert it freely to dollars (after reasonable deduction for 
local expenses in the foreign country). It appears in this connection that for- 
eign traders are generally conscious of the advantage to their national economy 
of using vessels of their own registry and this is reported to be one of the most 
important factors in their ocean routing. 

A ease involving Denmark was brought to our attention a year or more ago 
Under regulations issued late in 1953 certain categories of inward and outward 
cargo, if shipped in vessels of other than EPU countries, were subject to special 
licensing for control of freight payment. This created a discriminatory handi- 
‘ap for United States vessels in competition with vessels of Danish registry 
and vessels registered in the EPU countries. If using a United States-flag 
vessel, the Danish importer-exporter was obliged to obtain the permit, and 
evidence was presented that certain firms did not use United States vessels in 
the circumstances. Following representations to the Danish authorities it is un- 
derstood that revised regulations were subsequently issued which improved this 
situation by reducing the type of movement which requires special permits. 

On several occasions in recent years United States-flag lines complained of 
their inability to carry eastbound cargo to Italy with freight collect in liras, 
due to the nonconvertibility of such liras to dollars. This became critical when 
dissolution of the Gulf Mediterranean Conference appeared imminent, with the 
prospect that not only Italian lines, but also other flag carriers registered in 
countries of the European Payments Union would be able to carry cotton and 
other commodities on a lira freight basis... In response to representations on 
the subject the Italian Government agreed in 1954 to allow convertibility of 
lira for the United States-flag lines when it was demonstrated that the Foreign 
Operations Administration (now International Cooperation Administration) 
would finance such conversions as a part of its aid program. It is reported that 
the Italian Government has subsequently assumed responsibility for such cur 
rency convertibility. 

Other cases of this general nature related to currency control in Europe and 
elsewhere have been reported from time to time and have been dealt with as 
circumstances permitted. It may be added that on a seller’s market with United 
States goods in demand abroad, sale contracts may be on a ¢. i. f. basis which 
normally gives the American exporter control over the ocean routing. With the 
rehabilitation of foreign industry since World War II there is greater competi- 
tion abroad and this has created a tendency for foreign importers to purchase 
f. o. b. factory in USA or f. a. s. United States port on which terms the foreigner 
can arrange the ocean routing on foreign vessels with freight in foreign cur- 


1EPU countries have currency exchange agreements. 
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rency. American manufacturers and traders are frequently obliged to accept 
these terms to sell their goods. 

In recent years private shipowners have presented to the Maritime Adminis- 
tration some 40 or more cases of difficulties encountered due to laws, regulations, 
or practices of foreign governments. Some of these relate to extra dues or 
taxes applied to nonnational vessels, or other inconveniences, none of which 
however influence the shipper or receiver of the cargo. Although discriminatory, 
these practices do not directly affect the solicitation of cargo. On the other 
hand, about two-thirds of the cases reported relate to inequities or limitations 
of a traffic nature which affect the shipper or receiver and consequently the 
ability of United States-flag carriers to obtain his business. These cases are the 
serious ones. They have been presented by operators on regular routes, not 
by tramp owners. The reason for the difference is obvious: the liner operator 
obtains mostly commercial cargo and must adhere to his route and face the 
music; the tramp owner obtains mostly cargo in United States Government 
programs which are subject to the statutory reservation of 50 percent for United 
States vessels. About one-half of the complaints received pertain to Latin 
America, about one-third to European countries. Some of the principal cases 
of traffic discrimination which continue to receive attention are given below: 

Spanish currency regulations and related practices make it impossible for 
United States vessels to compete on a parity with Spanish vessels in the trade 
between the United States and Spain. A minor concession of recent years per- 
mits United States vessels to solicit a small part of the eastbound freight in 
pesetas which may be used for local expenses in Spain. This was influenced by 
the action of the Maritime Administration which, in conjunction with the Export- 
Import Bank, authorized a waiver of Public Resolution 17 to permit Spanish 
vessels to participate in movements financed by the Bank. Considerable of the 
difficulty of United States flag lines in trading with Spain arises from the fact 
that special boards or agencies under Government direction manage the purchase 
of important commodities in the United States (including tobacco, wheat, cot- 
ton, lubricating oil, wax, etc.) and they avoid payment of dollar freights by 
directing the ocean shipment to Spanish vessels. 

The consular invoice fees of Ecuador are discriminatory in that an importer 
must pay a supplemental amount if not shipping by vessels of Ecuador or of 
the Grancolombiana fleet (Colombian and Ecuadoran flag). The difference is 
material, namely 244 percent of value, and is the principal cause of substantial 
loss of traffic by United States vessels with corresponding gain to Crancolom- 
biana. -Diplomatic representations for a period of years have not succeeded in 
adjusting this situation. 

Difficulties of United States flag lines in Colombia were temporarily adjusted 
in 1950. Inter alia, United States flag lines were authorized to convert the 
unused portion of their peso freight collections, also it was understood they 
would not be excluded from participation in movements controlled by Colombian 
Government agencies. The Maritime Administration, in conjunction with 
the Export-Import Bank of Washington, agreed upon waivers of Public Resolu- 
tion 17, 73d Congress, which have permitted Colombian vessels to participate 
with United States vessels in movements to Columbia financed by the bank. 
Latterly, United States-flag operators have reported increased difficulties in the 
trade to Colombia in view of the requirement that only national flag or Gran- 
colombiana vessels shall be used where Colombian Government cargoes or other 
publie sponsored procurements are involved. The Maritime Administration is 
investigating this situation. 

Brazil, in response to representations from the United States, has repealed 
the law which provided preferential consular invoice fees to shippers who use 
Brazilian vessels. Pursuant to the reciprocal arrangements between the two 
countries other adjustments have also been made. Our Congress enacted legis- 
lation authorizing the sale of vessels to Brazil for its coastwise trade. In 
administrative channels a waiver of Public Resolution 17, 73d Congress, was 
authorized permitting Brazilian vessels to participate with United States vessels 
in movements financed by the Export-Import Bank. Brazil repealed the law 
which granted berthing priorities to vessels of Brazilian registry. Whereas a 
Brazilian finance circular in February 1955 created preferential foreign exchange 
privileges to importers using Brazilian vessels with the result that certain United 
States export shipments were lost by United States vessels, the offending portion 
of this finance circular was recently rescinded, December 28, 1955, and it is 
hoped the difficulties in such regard have been eliminated. 
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While certain port charges in Argentina have been adjusted to put foreig: 
vessels on a parity with national-flag vessels, the restrictive practices of a traffic 
nature continue to limit the participation of United States-flag lines vis-a-vis 
Argentine vessels, particularly in southbound movements to Argentina. Apart 
from the licensing and currency control, the primary difficulty arises from the 
fact that cargoes which are normally considered commercial in character are 
controlled by quasi-governmental agencies. By this means a large portion of 
the movement is directed only to Argentine vessels. It is understood this policy 
is aimed at developing the merchant marine as well as the conservation of fo 
eign exchange. Diplomatic representations have been of little avail to date. 

The licensing regulations of Chile are discriminatory and detrimental to 
United States shipowners and have been a subject of concern and of diplomatic: 
representation for several years. There is an avowed aim to require that 50 
percent of all exports and imports move on national-flag vessels and legislation 
to that end has been proposed as reported elsewhere herein. While currency con- 
siderations are undoubtedly a factor, it appears that aid to the national-flag 
fleet is also an important feature of the program. American operators have to 
some extent lessened the licensing difficulties for the time being by entering into 
pooling agreements with the Chilean line. 

Difficulties in foreign areas, of which the above represent some principal exam 
ples, are regularly reviewed with the Department of State through whose auspices 
representations are made to the foreign governments. Other cases involving 
potential difficulties are under investigation. 

For reference, prior reports to the Congress on this general subject include the 
following: Presentation of the Maritime Administrator April 4, 1952, to the Sub 
committee on Merchant and Maritime Matters of the Committee on Interstate 
and Foreign Commerce of the Senate, published on pages 79 to 85 of the subcom 
mittee report dated April 4, 1952, discriminatory Acts of Foreign Governments- 
Affecting our Merchant Marine; letter from the Secretary of Commerce to the 
chairman, Special Committee on Maritime Subsidies, United States Senate, dated 
July 24, 1953; copy of the letter was included with our letter to your committee 
March 7, 1955, which reported on discriminations in the field of port dues and 
related charges. 


2. COUNTEREFFECT OF UNITED STATES CARGO PREFERENCE LEGISLATION 


Vis-a-vis difficulties of the type referred to above, the 50 percent United States 
flag requirement of Public Law 664, 883d Congress, provides a remedy where 
United States Government financed movements are involved. 

Restrictive import licenses, flag routing requirements and related provisions 
of the recipient nation which affect commercial cargo are not applicable because 
the overall arrangements in our aid programs, including transportation, are 
agreed at government level. Experience has shown that foreign governments 
favor the use of their own vessels. Without express reservation on our part, 
routing of the cargo would be vested in the foreign recipient governments. The 
Cargo Preference Act affirms our interest in the transportation because of United 
States Government financing. 

The Cargo Preference Act contemplates that foreign vessels shall share the 
transportation with United States vessels. The legislation applicable to the 
several aid programs normally provides assistance in the procurement of the 
goods and in the affreightment on United States flag vessels. If the freight on 
United States vessels is not entirely paid by the United States as in certain grant 
aid programs, assistance is nevertheless provided through advance of funds, 
acceptance of foreign currencies which are not easily merchantable and by 
absorption of the differential, when existing, between the rates of United States 
and foreign flag vessels. 

Mr. SHeenan. In other words, it would seem to me that the ten- 
dency of these foreign nations is, as I see it, to patronize their own 
ships, in order to promote their own welfare—for which I do not 
blame are and that no matter how aggressive, or how competitive 
the U. S. owners of merchandise might be, that they still do not 
have Na in selling to these people, because our own people in 
this country cannot control the internal policy of these foreign gov- 
ernments. 

Mr. Morse. Very definitely true. 
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Mr. SHeenan. Therefore, on any merchandise our Government 
might have to sell in surplus, which we give the foreign countries 
favorable terms on, either on a long-term loan basis or at cheap 
prices, it would seem to me that we would be in the same position 
that they are in if we insist that we take care of our own shipping 
interests; is that right ? 

Mr. Morse. Certainly we should look out for our own interests 
just as much as they are looking out for their interests. 

Mr. SuHeenan. Therefore, the work of the Merchant Marine Com- 
mittee, and of the people in our country, in trying to protect and 
foster our own shipping, we do not have to feel is wrong? 

Mr. Morse. By no means. 

Mr. Casry. Mr. Sheehan, might I ask a question at that point. 

Mr. Morse, I think that brings up a very fundamental and crucial 
point. That is, that it has been said here during these hearings— 
and we have heard it before—that the American-flag ships only carry 
24 percent of our foreign trade. Do you know that to be a fact as 
of now ? 

Mr. Morse. In 1954, we carried 23 percent of the total liner and 
nonliner export shipments of dry cargo. 

Mr. Casry. That is, even with 50-50? 

Mr. Morse. Even including 50-50. 

Mr. Casrty. Mr. Sheehan has brought out some of the difficulties, 
it seems to me, and I would like to have you tell me if you agree, that 
attend the securing of cargo by the American lines. 

In other words, are they on an even basis overall, with these foreign 
lines, even confining it to liners, where the rates are the same, in the 
obtaining of cargo, or is there not this control that is passed by the 
foreign governments on the exports and imports, that has a great bear- 
ing on the fact that we are only able to carry 23 percent of our foreign 
trade? 

Mr. Morse. That, of course, has a very substantial impact on the 
opportunity of the American exporters, or flag carriers, to participate 
in the overall trade. 

Mr. Casry. Has the Maritime Administration made any study to 
ascertain why it is that we only carry 23 percent of our foreign trade ? 

Mr. Morse. It is, in part, the problems that have been discussed 
today. It isin part the number of vessels that we have under Amer- 
can flag, compared with the total number of vessels that trade through 
the United States. 

Mr. Casey. Well, let us forget the part that has been discussed 
today. We have all heard that. But, so far as the number of ships 
that we have under the American flag, we have 16 subsidized lines, do 
we not? 

Mr. Morse. We do. 

Mr. Casry. How many essential trade routes do we have ? 

Mr. Morse. Thirty-one. 

Mr. Casey. And the subsidized lines are required by law to ply those 
trade routes ? 

Mr. Morse. That is correct. 

Mr. Casey. And they are not entitled to subsidy unless they ply 
those trade routes? 

Mr. Morsr. That is right. 
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Mr. Casny. And as far as you are aware, all of those trade routes, 
are they adequately serviced by American-flag ships ¢ 

Mr. Morse. The subsidized lines in 1954, carried 37 percent of the 
liner cargo on those trade routes. 

Mr. Casey. Is there room on those trade routes for more American- 
flag ships? 

Mr. Morse. You get into the competitive position of whether more 
American-flag ships could be operated on an economical basis. 

Mr. Casey. That is right. Could they? Doesn’t the law require 
that, if there is inadequate American service, you people have them 
build more ships? 

Mr. Morse. Certainly, but the mere presence of more American 
ships doesn’t necessarily mean that they will get their equal share of 
the cargo. 

Mr. Cassy. Now so far we have agreed that there is no room for 
more additional ships on 31 essential trade routes ? 

Mr. Morsr. I have not agreed to that. 

Mr. Casey. Suppose you tell me what your position is, then ? 

Mr. Morse. We are continuing to urge the American-flag operators 
to expand their fleets, to endeavor to their utmost to get a larger 
proportion of the aggregate inbound and outbound cargo. 

Mr. Casey. Then you have some routes that are inadequately serv- 
iced today by American-flag ships ? 

Mr. Morse. We have a goal of 50 percent American-flag carriers. 

Mr. Casey. I would rather have an answer to that particular ques- 
tain. Are there some essential trade routes that are inadequately 
serviced by American-flag ships ? 

Mr. Morse. Certainly. 


Mr. Casey. I know that particularly on one trade route to South 
Africa the Seas Shipping Co. has 12 routes, I think, on its service, 
and they told me that they would love to build more ships, but are 
certainly not going to put them on that route, because that is all 


the route will carry. 
liners ? 

Mr. Morse. We only carry 38 percent and our goal is 50 percent. 

Mr. Casry. I do not think that is an answer. 

Mr. Morse. It is obvious that 1 or 2 of the lines may be carrying 
more than 30 percent, but it is obvious that most of the American 
flag lines are not carrying 50 percent. 

Mr. Casry. But the putting of more ships there does not mean that 
you are necessarily going to get 50 percent. 

Mr. Morse. I can agree. 

Mr. Casey. Because of some of the factors mentioned by Mr. 
Sheehan, that they could not economically compete with the foreign- 
ers, because of some of the exchange factors which are not a ques- 
tion of competing for cargo on equal basis. 

Mr. Morse. I agree with that 100 percent. 

Mr. Casey. I was under the impression that if any essential trade 
routes required additional American flag ships, it was up to Maritime 
to ask them to put more ships on there, and they are required by 
law to do it or give up their subsidy. 

Mr. Morse. Provided we can see that they can do it on a reasonably 
economic basis. 


Are there particular routes that need more 
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Mr. Casey. Make money ? 

Mr. Morssg. Certainly. 

Mr. Casry. So that there is no more room to put American flag 
ships into any trade route on the basis of where they can make money 
and compete successfully? Isthat a fair statement? 

Mr. Morse. No; I don’t think it is, Mr. Casey. It is a matter in 
part of the aggressiveness of the operator, and in part of the opera- 
tions of foreign exchange and foreign trade. 

Mr. Casey. I would like to have some of the trade routes where the 
American flag operator could put more ships into that route and com- 
pete successfully and make money with them. 

Mr. Morse. Trade Route 12, which is from the Atlantic Coast to the 
Far East and serviced by United States Lines. We have been urging 
them to buy bigger, faster vessels, to put in that route, because we 
think that they can take care of a larger proportion of the aggre- 
gate freight. They have indicated to us within recent weeks that 
they will file an application to buy from 6 to 8 Mariners, to put in that 
trade, to substitute for the C-2 type vessels that they have in there 
at the present time. 

Mr. Casey. Are there any other trade routes ? 

Mr. Morse. In the transatlantic passenger trade, we carry only a 
small proportion of the aggregate passenger traffic. On trade routes 
3 and 4, which are from the North Atlantic to Cuba and Mexico, 
there is no American flag subsidized operator in there at the present 
time. 

New York and Cuba Mail was in there, and when their contract 
expired, they did not renew it. 

Mr. Casey. So in some of these trade routes, if we could get the 
operators to adequately service it, from the standpoint of the Ameri- 
can flag, we would, by that fact alone carry some greater proportion 
of inbound and outbound American commerce. 

Mr. Morse. Yes, sir. 

Mr. Casey. Do you have any opinion, from talking to Mr. Hoch- 
field or anyone else, as to whether or not that factor would have this 
effect: Suppose that each operator constructed or purchased ships to 
adequately service the route, so far as American flag operations is 
concerned. Would that result in us getting 50 percent of our foreign 
commerce ? 

Mr. Morse. That would not automatically result in it, but it would 
certainly be a factor. In the transpacific trade, for example, we feel 
that our American flag operators out there are very competitive and 
are doing a good job in getting close to 50 percent of the aggregate 
movement. 

Mr. Cassy. I am really going back to the significance of the point 
that Mr. Sheehan has been making, that it is something other than 
having ships available that plays a significant part in securing our 
cargoes outbound and inbound. 

Mr. Morse. I agree with that 100 percent. 

Mr. Sueenan. I yield to Mr. Allen. 

Mr. Auten. Mr. Casey. 

Mr. Casry. Mr. Morse, I have been trying to find some statement 
from the Department of Commerce or from Maritime which would 
properly, or with some force, express the value or iack of value of this 
\0-percent Cargo Preference Act. During this summer you went to 
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Europe in connection with the construction differential subsidy prob- 
lem. Is it not true that during that trip you were in contact with a 
great many of the people in the foreign governments who had to do 
with the administration of the shipping for their respective countries / 

Mr. Morse. In England, Germany, Holland, and in Italy. 

Mr. Casey. And the 50 percent preference law was discussed at 
those conferences ? 

Mr. Morse. They brought it up at every opportunity. 

Mr. Casey. After having had the benefit of those discussions, you 
said here on page 9 of your 10-page statement : 

To withdraw or to voluntarily yield to nationalistic pressures or ambitions 
of other countries with respect to the transportation of United States Govern- 
ment-sponsored cargoes, would not in the end serve our own economy and de- 
fense, nor provide against possible disruption of our international trade. To be 
in a reasonable and sound position with respect to our merchant marine is im- 
portant to our friends and our allies, both in peace and in war. If we allow 
our merchant marine to deteriorate in capacity or efficiency, our international 
trade and our national defense may be endangered. 

Then on the last page you say: 

We believe that the small additional cost to the United States that may result 
from United States flag shipping participation is repaid many times by the bene- 
fit to the United States from such participation. 

Does that sum up your considered opinion, after considering both 
the American interests, and talking with representatives of foreign 
nations, who have shown their interest ? 

Mr. Morse. We are satisfied in Maritime that we need 50-50 legisla- 
tion to support not only the liner operators, but fundamentally, the 
tramp operators. This $3 million figure I think was mentioned by 
Agriculture as being the additional expense on the aid cargo im 195d, 
and it is just a drop in the bucket. Our subsidy accr uals for 1956 
were $110 million approximately. The American flag operators pay 
much more than that in taxes, in subsidy recapture. 

In 1953, the subsidy recapture was $9,800,000 ; 

In 1954, it was $1,618,000; and 

In 1955, estimated for the first half of 1955, $4,720,217. That is, 
exclusive of income taxes. 

Mr. Casry. Do you have any idea of how much subsidy recapture 
is likely to have been produced by the fact that the $3 million was 
spent on the cargoes under the 50 percent law. 

Mr. Morse. I am sure that would be all profit to the operators. 

Mr. Casey. I think there was $53 million of cost and $3 million was 
in excess of what might have been the cost, if foreign bottoms had been 
used. 

Mr. Morse. Yes, sir. All of the expense over and above the loading 
and discharging cost would have been profit to the operator, which 
would have been reflected either in income taxes to the Government or 
in profits to the operator. 

Mr. Casey. Or in recapture? 

Mr. Morse. Or in recapture. 

Mr. Casey. Would you have an opinion that the total coming back 
to the United States Treasury would be several times the $3 million 
that was involved ? 

Mr. Morsr. It would approach 8 to 10 times that, very conserva- 
tively. 

Mr. Casry. Thank you. 
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Mr. SureHan. Mr. Morse 

Mr. Morse. May I make one other comment? One of the problems 
we have had in Maritime is this matter of foreign transfers which was 
a very serious problem in the fall of 1954 and the spring of 1955. We 
approved foreign transfers of about 65 dry cargo Libertys. 

If you will bear in mind the fact that in 1955 we estimate that 78.5 
percent of the dry cargo Liberty-carrying will be in aid cargo, and if 
that is eliminated, it is obvious that we will be deluged by dry cargo 
owners again asking for foreign transfers. 

Mr. SHrenan. Mr. Morse, I certainly think you are to be con- 
eratulated on your conclusions, that Mr. Allen read, because at least 
it shows that you are doing a good job of fighting for the merchant 
marine and for the general w elfare of our countr y: 

I say that from the standpoint of being in the importing business 
since 1932, and I have seen the entire change, especially among the 
Scandinavian countries, and their policies regarding shipping before 
the war and after the war, as it relates to my own experience. I feel 
that this so-called national flag preference that we hear so much about 
is not one as much of patriotism on the part of the foreign country 
as it is of good horsetrading. 

In other words, they are interested in preserving their own mer- 
chant marine and in controlling the dollars that we Americans pay 
as freight. Therefore, it certainly is beneficial to us to see that your 
administration is taking a similar view in protecting our own interests. 
Would you agree with that ? 

Mr. Morse. We sincerely hope we are doing so. We are doing our 
utmost. 

Mr. SHEEHAN. It is my own experience that in the commercial trade 
the American foreign trader is not on the same terms that he was 
before the war, because of currency restrictions. The foreign gov- 
ernment must give permits to import and to export, and therefore we, 
in trading w ith the foreign countries, are not on the same basis. We 
are at their mercy entirely so that anything you do to protect our 
interests will make you one of the few in the country doing it. Thank 
you, Mr. Chairman. 

Mr. Morsr. Thank you very much. 

It might be of interest to the committee that we have some figures 
on the import and export trade of some of these foreign countries, 
showing what proportion of their import and export trade was car- 
ried in their own flag ships. 

Denmark for 1953 was 29 percent; Netherlands in 1954 was 20.6 
percent; Norway in 1953 was an estimated 56.9 percent, and the 
United Kingdom for the years 1951 to 1954 varied from 56 to 58 
percent on imports and 63 to 70 percent on exports. 

Mr. Mitier. Mr. Morse, I was concerned with some information 
given us by the State Department relative to ret: aliatory action pro- 
posed by certain other countries, in establishing 50-50 laws, pri- 
marily the South American countries. Have you caused any study 

\o be made of that? Have you anything pertinent on it? 

Mr. Morse. We are aware of the fact that there are retaliatory 
measures in effect in some of the South American countries, more 
consular duties, and things of that sort. We have had that problem 
with us for years, even before 50-50. 

Mr. Mitier. Yes. 
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Mr. Morse. We are working with the State Department, and have 
for years, endeavoring to force them to withdraw these retaliatory 
actions. 

Mr. Minter. I was specifically referring to the fact that he read 
a list of countries that entered into bilateral treaties, who by bilateral 
treaties or by. law, were proposing 50-50 legislation, or legislation 
similar to the Cargo Preference Act. 

I wondered whether you had any information which you could 
supply for the record on that. We heard about a lot of bills that 
had been introduced in some of the Houses of Congress. Well, we 
know from our own experience here that you can introduce a bill on 
any subject and the mere introduction of a bill does not mean that 
it has the approval of the administration or that it has a chance of 
becoming law. 

I was wondering whether that had been analyzed and whether you 
could give us any information ? 

Mr. Morse. We don’t have any information with us at this time, 
but we do have studies in the office indicating which countries are en- 
deavoring to set up these retaliatory actions. 

Mr. Mitier. I wonder if Mr. Morse could prepare a memorandum 
on that subject? I think it is very interesting. 

Could he supply that for the record ? 

The CuarrMan. I think it should be supplied. 

Mr. Morse. We will be happy to do that. 

(The information referred to follows :) 


BILATERAL TREATIES AND PROPOSED 50 PERCENT LEGISLATION IN FOREIGN 
COUNTRIES 


BILATERAL TREATIES 


The witness of the Department of State referred to 85 bilateral treaties 
between foreign nations which generally provide that the trade thereunder 
shall move exclusively in ships of the two contracting nations to the extent 
they are available. Such statement (p. 305 of the stenographic transcript) 
reported the following such agreements: 

Argentina with Chile, Brazil, Colombia, Spain, Italy, and Peru 

Chile with Peru 

Egypt with Ceylon, Pakistan, Spain, India, Indonesia, and Turkey 

Hungary with Argentina and India 

Poland with Argentina and Brazil 

Spain with Egypt, Pakistan, Brazil, and Argentina 

Uruguay with Brazil and Colombia 

Brazil with Spain, Chile, Poland, Yugoslavia, and Uruguay 

Colombia with Uruguay 

India with Hungary, Turkey, Yugoslavia, Czechoslovakia, Roumania, and 
Iran 

Peru with Argentina and Chile 

Roumania with Argentina and India 

Turkey with India and Egypt 

Yugoslavia with Argentina, India, and Brazil 

While the Maritime Administration has been aware of these developments, 
our reports to the Congress regarding discriminatory acts of foreign govern- 
ments have not enumerated these agreements because in most cases they do 
not directly affect United States flag vessels. The agreements appear to em- 
brace traffic which would normally be considered commercial. They apply 
mainly to routes which are crosstrades for United States-flag vessels, namely, 
where United States vessels do not operate or have negligible opportunity to 
participate. There are admittedly some exceptions, for example, the bilateral! 
agreement between Argentina and Brazil has affected the ability of one United 
States flag operator to participate in certain incidental movements on the trade 
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route to the east coast of South America. _In most instances, however, it 
appears that the restrictions in the bilateral agreements have the effect of 
protecting the small and growing merchant marines of the contracting nations 
against the competition of European flag fleets which have served the trade for 
a good many years. 

Both the Federal Maritime Board and the Maritime Administration subscribe 
to the principle that commercial trade is international in character and that 
all earriers regardless of flag should have equal opportunity to compete. For 
this reason our agencies are opposed to bilateral or unilateral arrangements 
which restrict opportunity to participate in commercial traffic. We will continue 
to exert our influence against them where circumstances warrant. Our cargo 
preference legislation is vastly different from such measures as it applies only 
to Government-financed traffic and also represents only a small portion of our 
commerce. We have testified before your committee that in the 2 years 1953 
and 1954 the cargo subject to 50-50 embraced about 10.7 percent of liner exports 
and about 10.8 percent of tramp exports, and estimated that in 1955 after passage 
of Public Law 664 these figures were increased to about 12.7 percent and 20.4 per- 
cent respectively. If we take into consideration exports and imports with liner, 
tramp and tanker cargoes other than military movements, we calculate that 
the exports and imports subject to cargo preference in 1953 and 1954 represented 
3.2 percent of the total exports and imports. We also estimate that in 1955 
after the passage of Public Law 664 our exports and imports subject to cargo 
preference represented 5.4 percent of total exports and imports (military cargo 
again excluded). 

The witness of the Department of State also referred to proposed 50 percent 
legislation of a unilateral nature in several countries as mentioned below. 

Chile—Late in 1953 it came to our attention that a measure had been pro- 
posed in the Chilean Congress which would require that 50 percent of all exports 
and imports be shipped on Chilean vessels, including commercial cargo. Through 
the Department of State, representations have been made to the Government of 
Chile in the hope of forestalling the proposed restrictive and discriminatory 
action. Protests have also been presented by several European maritime na- 
tions. The measure passed the Chamber of Deputies in 1955 and was sent to 
the Senate. At the present time it is reported that there is some sentiment for 
the bill as a means of supporting and developing the national merchant marine. 

Peru.—It was reported in March 1955 that a bill had been introduced in the 
Peruvian Chamber of Deputies which would similarly require that 50 percent 
of all movements use national flag vessels. This proposal came after members 
of the Chamber of Deputies had assailed increases in freight rates announced 
by the shipping conferences. Our Department of State asked the Embassy in 
Lima to report on the facts and developments. No Peruvian action has been 
reported to date. Peru's ocean fleet is negligible and a considerable expansion 
would be required to enable any extensive portion of Peru’s commerce to be 
carried in national-flag vessels. 

Brazil.—It is reported that a measure has been presented to the Brazilian 
Congress which would require 50 percent of the cargo in the foreign trade to 
move on national-flag vessels. In the event this measure should be seriously 
jursued it is hoped that there is sufficient understanding between the two na- 
tions and their respective shipping interests to forestall the enactment of an 
overall requirement affecting the routing of commercial cargo. As reported 
elsewhere herein, other difficulties affecting United States shipowners have been 
adjusted in friendly negotiations between Brazil and the United States in recent 
years, We understand the views of the United States have already been pre- 
sented to the Brazilian Government through our Embassy in Rio de Janeiro. 

India.—The witness of the Department of State reported that commercial in- 
terests in India have advocated a measure to require that 50 percent of Indian 
commerce move by national-flag vessels. We are not aware of legislative action 
to date. A recent issue of the Journal’ of the Indian National Steamship Own- 
ers’ Association, Bombay, in 1955 contained articlese sympathetic to our 50 
pereent requirement applicable to government-financed cargoes and critical of 
the protests of the OEEC’ group of nations in such regard. We shall exert our 
influence against any measures which aim to restrict the routing of commercial 


a a and anticipate that the Department of State will give assistance to such 
end, 


? Organization for European Economic Cooperation, the group of 18 recipient nations 
in our aid program. 
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The Cuatrman. Mr. Tollefson. 

Mr. Totierson. Mr. Morse, I meant yesterday to compliment you on 
your longer statement whic +h you did not read and which I hope every 
member of the committee reads. It is a most excellent statement. 

I was particularly impressed with two sentences, although there were 
others as well. 

On page 9 in the second paragraph, you say : 

We have been shown no evidence that the success of that program has been 
hampered in any appreciable degree by the requirement of the law. 

Then on page 5 you make a very pertinent statement : 


We know that this committee appreciates the importance of this law to the 
American merchant marine, but we cannot emphasize too strongly the need for 
general public appreciation of the objectives and the fairness of this law. 

You probably could have added some other words to it, and included 
some people in the Agriculture Department in that “general public.’ 

I have two or three questions that I want to ask you. 

Can any shipping company remain in business if it does not have 
cargoes to carry ¢ 

Mr. Morse. Obviously not. 

Mr. Totierson. Even if it is a subsidized concern ? 

Mr. Morse. No, sir; they can go broke, just like anyone else. 

Mr. Totierson. It is absolutely essential, in order to stay in business, 
even if you area subsidized operator, to have cargoes to carry ? 

Mr. Morse. Certainly. 

Mr. Touierson. That is true of the tramps as well ? 

Just prior to this program, was it not true that quite a number of 
tramp operators went out of business or disposed of their vessels? 

Mr. Morse. Many of them had been laid up for anywhere from 
6 months to a year, prior to the fall of 1954. Many of them had gone 
through bankruptey, or it was imminent, because no cargoes were 
available. They could not compete with the low-cost foreign oper- 
ators. 

Mr. Totterson. What was the number of tramp ships in operation, 
say 2 years ago, or at that low point which existed at a point 2 years 
ago ¢ 

Mr. Morse. We have supplied a statement to the committee showing 
what was the condition of the American-flag tramp fleet. I do not 
have the details - mind. I don’t believe we have that statement with 
us, but roughly, 130 to 135 Froenies an-flag tramps today and we trans- 
ferred out 65 or 70, so at that period back there they were a little over 
200. Many of those had been laid up for a long period of time, in 195% 
and 1954. 

Mr. Tottrrson. Were it not for this program, the operation of Pub 
lic Law 664, would it be true to say that perhaps a number of other 
tramps would be forced to go out of business, too ? 

Mr. Morse. With the exception of the so-called tramps or Liberty 
type vessels, that are owned by industrial carriers, I would think that 
all the independent American-flag tramps would be forced out of 
business. 

Mr. Touierson. I believe it was yesterday morning that a group of 
Congressmen had breakfast with the Secretary of the Navy, and if | 
remember the figures correctly, he said that in the Korean lift, there 
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was carried 55 million tons of dry cargo and 25 million tons of oil 
cargo. That cargo was carried by what ships? 

Mr. Morse. American-flag ships. Some of the active fleet were 
utilized extensively, and, in addition, we broke out in the neighborhood 
of 500 vessels from the laid-up fleet. 

Mr. Totiterson. Could that lift have been carried as efficiently and as 
quickly by any other flag ships ? 

Mr. Morse. In our opinion, no. The American-flag vessels are 
readily available; they are here at our comamnd. 

Mr. To.tiEerson. As a matter of fact, history reveals that whenever 
we got into a conflict we could not rely upon any foreign-flag ships. 

Mr. Morse. That is true. 

Mr. Mitzer. Would the gentleman point out, too, at that point, that 
that was fighting a one-ocean war. In the event that we get into 
another war it is hable to be global again and the strains and stresses 
would be so much greater. 

Mr. Totierson. I was bringing out one illustration, and it was not 
a major one, compared to, say, the experience in World War II. 

Mr. ALLEN. Would you yield ? 

Mr. Totierson. Yes, I would be glad to yield. 

Mr. Atten. It should be pointed out that at the outbreak of the 
Korean war there were approximately 100 tramps in operation of 
which 45 were available in home ports, and one of the first actions of 
MSTS was to charter some 13 or 14 foreign tramps, using Panamanian, 
Canadians, I believe Greek, and Honduran, and in some cases, using 
the ships for cargoes that were supposed to be subject to great security, 
with no benefit of the secur ity regulations at all. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Tumulty / 

Mr. Tumuttry. Mr. Morse, in this 10-page statement of yours, you 
say: 

Public Law 664 is critically important to the American merchant marine. 

That is on page 1. 

Mr. Morse. Yes, sir. 

Mr. Tumutry. I notice that you used the we tive “critically.” 
What would the effect upon our merchant marine be if, as there has 
been sugested, Public Law 664 were to be repealed, so that the 50-50 
preference to our merchant marine should cease to exist ? 

Mr. Morse. I am personally satisfied that it would cause the elimina- 
tion of the so-called tramp fleet. It would have a very substantial 

and direct effect on the profit position of all the berth operators 

Mr. Tumutty. You say on page 5: 


Under present world conditions, their- 
meaning the tramps— 


profitable employment in the foreign trade is dependent upon the cargo-prefer- 
ence statutes. 


Mr. Morse. Yes, because in 1955 it was estimated that 78.5 percent 
of the American-flag tramp carrying was in aid cargo. 

Mr. Tumvutry. Therefore, am I correct in drawing the conclusion 
that, if we withdrew the cargo preference statutes, the tramp ships 
could not profitably be employed in the foreign trade / 

Mr. Morse. That is our belief. 
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Mr. Tumutry. And is that another way of saying that the Ameri- 

‘an tramp ships in the foreign trade would cease to exist, for all 
we actical purposes 4 

Mr. Morse. Yes, sir. 

Mr. Tumuury. So that, if the 50-50 law is repealed, we must look to 
the practical disappearance of the American tramp ships from the 
seas ¢ 

Mr. Morse. I think that that will definitely follow. 

Mr. Tumuttry. What effect would that have upon the defense of 
our country £ 

Mr. Morse. Well, there is something in the neighborhood of 65 of 
these tramps, employing 35 to 38 seamen and officers eac h, that would 
be on the beach, would have no employment. Those 65 ships obviously 
would not be readily available in the event of outbreak of war. 

Mr. Tumutry. Mr. Morse, I am only trying to put in a layman’s 
language, something which you have so well stated in your statement. 

In contempl: iting this problem, you must not only consider ships 
and profit, but the training of crews so that, if you have no ships, you 

cannot train anybody to run them. It is like a bicycle. In order to 

learn how it functions, you must participate. The disappearance of 
tramp ships would remove crews from learning how to handle these 
ships at sea 

Mr. Morse. That is right. It would have a direct effect on the 
repairing and shipbuilding industry, which is another national-de- 
fense need. 

Mr. Tumutry. The tramp ships disappear, the shipyards take on 
less men, and we lose the skills involved. 

Mr. Morse. That is correct. 

Mr. Tumutry. Then we go to the other ships that would be affected. 
What effect would the withdrawal of this cargo preference statute 
have with respect to that ? 

Mr. Morse. Approximately 17 percent, as I recall, of the cargo car- 
ge on the liner vessels is aid cargo. That is 17 percent off the top, 
I don’t know the figures offhand, but it would probably come very 
close to being the difference between being in a profit position or in a 

loss position. 

Mr. Tumutty. And, it being a private industry, if they are in a 
loss position, there would be the grave possibility that they too would 
disappear ¢ 

Mr. Morse. Certainly. 

Mr. Tumutry. So that when we speak of the repeal of the 50-50 
legislation as relating just to money, we would lose practically the 
entire investment that the United States has put into its merchant 
marine today by the repeal of these statutes ? 

Mr. Morse. That is a distinct. possibility. 

Mr. Tumutry. In addition, from the standpoint of national defense, 
we would see almost an entire arm of the defense withered, if I may 
use that expression. 

Mr. Morse. That is right. Our major concern here is not the dol- 
lars and cents. It is the continuation of a strong and healthy mer- 
chant marine. 

Mr. Tumvuury. You only use the dollars and cents to keep the ships 
operating. Otherwise the ship is of no vital use. 

Mr. Morse. Right. 
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Mr. Tumutry. The chairman will forgive me if I go over your 
statement, but you said something that is appealing to me, because 
| think it is quite true: 


As is well known to you, but not to the general public, Public Law 664 is ap- 
plicable to ocean transport only of commodities furnished to or for the account 
of any foreign nation without provision for reimbursement. 

Mr. Morse. Yes, sir. 

Mr. Tumutry. In other words, we are only requiring that 50 percent 
of the shipments would be carried, which relates to where we give the 
foreign nations some commodity for which we do not expect them to 
pay us. 

You say: 

* * to commodities financed with advances of funds or credits or guaran- 
ties of convertibility of foreign currency by the United States, and to inbound 
cargoes purchased for the account of the United States 
could I put that in the parlance of the street? That is where we put 
up the cabbage, the money ? 

Mr. Morse. That is right. 

Mr. Tumutry. We are only saying “Brothers, when we give this 
stuff, we want to carry half of it to you.” Then we are saying, “If 
we give it and put up the dough, we want to carry half of it”? 

Mr. Morse. We are being doubly generous. 

Mr. Tumutry. It is like buying a drink and then carrying it over 
tothem. All we want to do is to carry half of the trade and | get half 
of the tip. When we buy from them we want half of our people to 
take the products home. That is an important part of our trade. 
Take that away, and what is left? Who else is giving our merchant 
marine any business ? 

Mr. Morsr. Only the American importers, to the extent that they 
Can. 

Mr. Tumutry. Have any Englishmen been killed in the rush to 
vive our merchant marine any business? Have any Frenchmen been 
bruised? I say that facetiously, but to illustrate the point that you 
so well make, that this Cargo Preferenc e Act only relates to public 
moneys going to help other countries, in the various ways you have 
outlined, and it is really a very small part of the entire export trade, 
but without it our merchant marine cannot really exist. So that, when 

say “Repeal the 50-50 law” we are saying we are doing what the 
ris submarines could not do, we are saying “Sink the American 
merchant marine”—is that correct ? 

Mr. Morsr. That would be the result. 

Mr. Tumvutry. In other words, the 50-50 opponents could do what 
the two fleets of German submarines, the wolfpacks, couldn’t do? 

Mr. Morse. Yes. 

Mr. Tumutry. I have no further questions. 

The Cnarrman. Mr. Mailliard ? 

Mr. Mamurarp. Getting back to the point that Mr. Miller was dis- 
cussing with you, and is these laws, agreements, and so forth, in other 
countries, I do not know whether you were here yesterday when Mr. 
Barringer listed the bilateral agreements for the record ? 

Mr. Morse. No; I was not present. 

Mr. Mami1arp. Well, it is in the transcript of yesterd: av’s meeting 
ind IT would like to take a minute to read them over: 


72725—56 17 
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Among the bilateral agreements * * * Argentina has such agreements with 
Chile, Brazil, Colombia, Spain, Italy, and Peru. 

Chile has an agreement with Peru. 

Egypt has agreements with Ceylon, Pakistan, Spain, India, Indonesia, and 
Turkey. 

Hungary has agreements with Argentina and India. 

Poland with Argentina and Brazil. 

Spain with Egypt, Pakistan, Brazil, and Argentina. 

Uruguay with Brazil and Colombia. 

Brazil with Spain, Chile, Poland, Yugoslavia, and Uruguay. 

Colombia with Uruguay. 

India with Hungary, Turkey, Yugoslavia, Czechoslovakia, Rumania, 
Iran. 

Peru with Argentina and Chile. 

Rumania with Argentina and India. 

Turkey with India and Egypt. 

Yugoslavia with Argentina, India, and Brazil. 

That completes the list. 

The point Mr. Barringer was making was that these agreements, 
which he seemed to think were somewhat inspired by the Cargo Pref- 
erence Act, are very damaging to the United States merchant marine, 

Just from listening to that recitation, would you think that the 
American-flag ships would carry much commerce between these 
countries / 

Mr. Morse. Our American-flag ships carry very little, if any, cargo 
in the so-called cross trades, and would be very slightly affected by 
these treaties. 

Mr. Matix1arp. Those are all cross trades, from our point of view. 

Mr. Morse. Yes, sir. 

Mr. Marutarp. So the chances are that these agreements are at 
the expense of the so-called maritime nations, and not at the expense 
of the United States ? 

Mr. Morse. That is true. They are the ones that are squealing. 

Mr. Maruurarp. So our State Department appears to be somewhat 
misled when they relate these agreements to the prosperity of our 
merchant marine. Icansee no connection, can you? 

Mr. Morse. None at all. The type of discrimination I was talk- 
ig about is the discrimination for import duties and consular duties, 
and things of that sort. 

Mr. Mariir1arp. But a great point was made of the fact that the 
existence of 50-50 was providing excuses for these other countries 
to do things which are damaging to the United States merchant 
marine, and they considered it a very dangerous trend, whereas the 
fact is that the discriminations which bother our merchant marine 
antedate these, and antedate any consideration of 50-50 / 

Mr. Morse. That is very definitely true. 

Mr. Mariutarp. So it appears that your friends, the so-called mari- 
time nations, have convinced our State Department that we are being 
injured equally with them, which is not the case ? 

Mr. Morse. We are not being substantially injured by any of these 
treaties. 

Mr. Matuiarp. When I discussed that with Mr. Barringer, he 

said, “Well, maybe this isn’t too bad, but the trend is very bad.” 

Well, the only place the trend can go, it would appear to me would 
be if the maritime nations themselves were to undertake such agree 
ments. Do you think that that would be a likely thing? 
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Mr. Morsg. Obviously no, because that would result in a decrease 
in their carryings. As far as we are concerned, we could do nothing 
but improve our position, if we insisted on a similar trade. 

Mr. Maiwniiarp. Is it not true that the so-called maritime nations— 
and we have been mainly discussing the three specific countries who 
have failed to execute agreements under title I, maybe because of 
50-50 and maybe because of other reasons—namely, Denmark, Nor- 
way, and the United Kingdom; in each of these cases, is it not true 
that their own trade is a relatively minor part of the total revenue of 
their merchant marine / 

Mr. Morse. Yes. 

Mr. Matuiarp. Do you have any information on that? 

Mr. Morse. I would like to supply that for the record. I would 
like to be accurate about it. I think we do have information indicat- 
ing perhaps not the dollars but perhaps in volume how important the 
cross trades are to these three countries. 

(The information is as follows.) 


PARTICIPATION OF SHIPS OF THE SO-CALLED MARITIME NATIONS IN CrOSsS-TRADE 
MOVEMENTS BETWEEN OTHER COUNTRIES AWAY FROM THE HOMELAND 


In above regard the position of the merchant fleets of the maritime nations 
is in distinct contrast with that of the American merchant marine, the activities 
of which are confined almost entirely to trades into and out of the United States. 

A report from our Embassy, Oslo, dated August 19, 1955, referred to Norway’s 
shipping industry as an important factor in bringing much needed foreign 
exchange into that country; stated that in the year 1954, 92 percent of the gross 
tonnage of the Norwegian merchant fleet was engaged for the most part in trade 
between foreign ports. The annual report of the Chamber of Shipping of the 
United Kingdom, published early in 1955, commented on the fact that British 
vessels obtain a substantial share of their revenue on cross voyages between 
foreign ports; stated that in the calendar year 1952, British vessels obtained 
668.4 million pounds of freight of which 363.5 million pounds were attributed 
to United Kingdom imports and exports and 304. 9 million pounds (or 45.6 per- 
cent) to cross-trade voyages between foreign ports. 

While data are not presently at hand showing the total amount of offshore 
participation of the European maritime nations, the available statistical in- 
formation regarding their carryings in the commerce of the United States shows 
clearly that their participation between the United States and their homelands 
is small compared to their participation in the cross-trade movement between 
the United States and other foreign countries. 

The staff of the Maritime Administration recently inquired into the carryings 
of nine European flags since the countries in question had in 1954 expressed 
concern to our Department of State regarding the cargo preference measure 
which was later enacted as Public Law 664, 83d Congress (Britain, Norway, 
Denmark, Sweden, West Germany, Netherlands, Italy, Finland, and Spain). 
Data covering dry-cargo traffic, inward and outward, during the 2 calendar 
years 1953 and 1954 indicate that the total carryings of these 9 flags between 
the United States and their respective homelands amounted to 15.9 million 
tons, whereas their carryings between the United States and all areas amounted 
to 75.2 million tons. The difference of 59.3 million tons represents their cross- 
trade participation between the United States and other countries than the 
homelands; this amounted to 78 percent of their total participation in United 
States dry-cargo movements compared with 21 percent in the trades with the 
homelands. It may be added that 8 of the 9 countries carried more traffic in 
the cross trades than in the direct trades, the exception being Spain. 
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Since particular reference was made in your committee’s recent hearings. to 
Norway, Denmark, Sweden, and the United Kingdom, similar data showing flag 
participation of these countries are given below: 




















United States dry-cargo exports and imports, 2 years, 1953-54 
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Norwegian ships 6.9 | 17,291, 123 93. 1 18, 570, 373 100 
Danish ships 5.7 3, 674, 254 94.3 3, 895, 050 10 
Swedish ships 1, 303, 430 20.6 5, 014, 718 | 79. 4 6, 318, 148 100 
British ships 4, 030, 810 22.9 | 13, 538,108 77.1 | 17, 568, 918 100 

Total 4 flags 6, 834, 286 14.7 | 39, 518, 203 85.3 | 46,352, 489 10 









Here again the cross-trade participation with the United States was sub- 
stantially higher than in the direct trade with the homelands, especially for 
Denmark and Norway. The data above include mainly liner and tramp traffic 
with minor carryings of industrial’ traffic inward to the United States. 

A further indication of the fact that these European nations do benefit sub 
stantially in the commerce of the United States is shown by the following: 


United States dry-cargo commerce with all world areas (excluding movement by 
industrial carriers), 2 years, 1953-54 







[Tons of 2,240 pounds] 
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United States flag 17, 128, 231 12, 446, 705 f 1, 890, 630 
9 flags 19, 486, 203 13,081,629 | 21,776, 584 18, OO1, 437 
Other foreign flags 9, 577, 843 5, 479, 696 17, 212, 604 | 16, 632, 937 














Total all flags 46, 192, 367 31, 008, 030 $2, 504, 750 36, 525, 004 


In the course of 1953 and 1954 the Maritime Transport Committee of the 
OEEC* adopted resolutions in the sense “that the best hope of the OEEC coun 
tries to secure a larger share of dollar shipping lies in the abolition or relaxa- 
tion of all discriminatory and restrictive measures now in force in the world.” 
The OEEC list of discriminatory acts included the several United States 50 
percent measures. From the data given herein it appears that the OEEC flags 
accomplished substantial participation trading with the United States notwith 
standing our reservation of 50 percent of United States Government-financed 
cargo for United States vessels. If the Cargo Preference Act were repealed, 
enabling foreign-flag vessels to replace United States-flag vessels in the 50 
percent reserved portion, it does not necessarily follow that their dollar earnings 
would be greatly increased; they would probably obtain much of their aid cargo 
freight in local foreign currency, at least when trading with their respective 
homelands. 

UNITED STATES VESSELS 





In contrast with the ability of foreign vessels to trade in many areas through 
out the world, United States-flag vessels are mostly employed in, and dependent 
upon, the trades in and out of the United States. 

The cost differential and the necessity to collect freight in foreign currency 
are substantial obstacles to United States-flag participation in the trades between 






‘Industrial refers to owned or chartered vessels regularly engaged in carrying the 
principal’s own cargo. 

* Organization for European Economic Cooperation, the group of 18 recipient nations 
in our aid program. 
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foreign nations. Furthermore, our national merchant marine policy as outlined 
in sectien 101 of the Merchant Marine Act, 1936, contemplates a merchant marine 
capable of carrying a substantial portion of our own commerce. This makes no 
pretense at establishing United States-flag facilities between foreign countries 
Any subsidies granted are primarily to maintain services on the routes in and out 
of the United States and any cross-trade traffic is incidental to the main line 
operation. 

Financial reports filed by 22 United States-flag liner companies with the Mari 
time Administration indicated that in the calendar year 1954 approximately 3 
percent of the total freight revenue was derived from intermediate cargo be- 
tween points on the routes served which in most cases is understood to be 
equivalent to cross trade, foreign to foreign. 

A further illustration of the low participation of United States-flag vessels in 
cross-trade movements is our Marshall aid program administered successively 
by ECA, MSA, and FOA (now ICA). Reports of that agency indicate that in 
the period of 6 years and 9 months, from April 1948 through December 1954, 
160 million tons of aid shipments were provided to recipient nations. Of the 
82 million tons shipped from the United States, 55 percent moved on United 
States-flag vessels as a result of the 50-percent United States-flag requirement. 
Of the 78 million tons procured in foreign areas and shipped to foreign recpient 
nations, namely cross-trade traffic, 13 percent moved in United States-flag vessels. 
During the period in question there was no 50-percent United States-flag require- 
ment in respect of cross-trade movements. A substantial portion of the United 
States-flag cross-trade participation resulted from the use of American tankers 
If the tanker movement of approximately 56 million tons is eliminated there 
from, United States-flag vessels carried about 5.5 percent of the remaining 22 
million tons of dry cargo in the offshore trades. 

While United States-flag shipping interests do not aim to operate cross-trade 
services away from the United States, it is sometimes beneficial on trips around 
the world or other long voyages to fill vacant stowage space with goods moving 
between foreign ports. Important considerations are whether the rates «are 
satisfactory and whether the freight can be collected in usable curreney. The 
currency issue should not arise if United States Government dollar-financed 
movements are available along the route since the Cargo Preference Act is ap- 
plicable. In practice, there are many circumstances in which United States-flag 
vessels are not available between foreign ports. At this writing there is not 
sufficient information available to evaluate the effect of cargo preference in 
the cross trades. 


Mr. Mariurarp. So that these bilateral agreements, the trend of 
which seems to disturb the State Department so much, can only con 
tinue as a trend beyond the point that they have reached now, with 
any real significance, if they were taken up by the very nations which 
would have the most to lose by such agreements ? 

Mr. Morse. I did not follow your question. 

Mr. Maiuirarp. Really I am asking you for your opinion as to 
whether you consider the fact that these agreements exist between 
these particular countries, should give us any concern as to whether 
this would go on into fields that would affect our merchant marine, 
where our own carriers would be affected? Does that not seem rathe: 
a remote possibility ¢ 

Mr. Morse. It is not only a remote possibility, but, if it were to 
result, in other words, if this country were to enter into a similar 50 
percent carrying treaty, it would only redound to our benefit, because 
we only carry 23 percent at the present time. 

Mr. Marx1arp. The other question which I wanted to ask you is 
that. mention was made yesterday of a report by the State Department 
on Senate bill S. 2584 which was quoted in Mr. Kalijarvi’s statement, 
but later in the record was expanded, and I notice the statement at the 
end that says, “The Bureau of the Budget says it has no objection 
to this report as a matter of procedure.” 
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Would you be consulted ordinarily when another department 
offered a recommendation to the Congress that directly affected a law 
with which you had a primary interest ? 

Mr. Morse. Ordinarily they will ask us for our views, as well as 
the other departments. 

Mr. Mamuurarp. Was that done in this case? 

Mr. Morse. We checked on that yesterday afternoon. You are 
referring to this S. 2584? 

Mr. Mamuaazarp. Yes. 

Mr. Morse. One of our staff was advised that the Bureau of the 
Budget did not “approve’—and I quote the word “approve”—the 
State Deartment report. The Bureau of the Budget cleared the State 
Department report without objection, which means they neither ap- 
proved nor disapproved. In other words, they did not take a position. 
Commerce has not submitted a report on S. 2584, but did submit a 
report on an earlier bill amending Public Law 480, which amending 
bill beeame Public Law 387, and dealt with surplus disposal of agri- 
cultural commodities. 

Commerce submitted its report to the budget on its earlier bill. 
The bill contained an exemption from 50-50 for surplus agricultural! 
products. 

Hence, Budget knew, when it had the State Department report, 
that Commerce and Maritime favored 50-50 legislation and opposed 
exempting surplus agricultural products therefrom, and the reasons 
for their positions. So, in effect, what I am saying is that, while we 
have not yet supplied a report on this S. 2584, the Bureau of the 
Budget was aware from our past actions that we would probably come 
in with an adverse recommendation. 

Mr. Marturarp. Have you been formally asked to report on S. 2584 

Mr. Morse. Yes, we have. 

Mr. Matiitarp. But has not yet been submitted ? 

Mr. Morse. The report has not gone through Commerce. 

Mr. Marnniarp. Quite a bit was made by the representatives of 
Agriculture and State of some speeches or statements by the Presi- 
dent, which I think was intended to imply that their position was the 
administration’s position. Obviously, this is not true. 

Mr. Morse. It is my understanding that the administration posi- 
tion has not been firmed up. 

Mr. Mattatarp. That is all, Mr. Chairman. 

Mr. Casry. Has your statement today been cleared with the Bureau 
of the Budget ? 

Mr. Morse. Ours has been cleared to the extent that it has been 
cleared on the same basis that State Department’s and Agriculture’s 
was. 

Mr. Casey. They permit you to come up here and express the views 
contained in the statement ? 

Mr. Morse. Yes, sir. 

The CHarmman. Mr. Dingell. 

Mr. Drncetn. On pages 5 ‘and 6 of your 10-page statement, you state 
that there have been a number of conferences with other agencies 
regarding exchanges of information on the positions of these other 
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agencies in regard to this 50-50 law. At the bottom of page 6 you 
state : 

By mutual agreement, these meetings have been continued at varying intervals. 
These conferences have established beneficial exchange of views among agencies, 
and a basis for informal and prompt contact when required. 

I presume that State and Agriculture have been represented at those 
meetings ¢ 

Mr. Morse. Not the State Department. 

Mr. Dirncetx. But Agriculture has been represented ? 

Mr. Morse. Yes, sir. GSA, FOA, now ICA. 

Mr. Drneetx. Now, at any of those previous conferences has there 
been any objection to this 50-50 law voiced by Agriculture ? 

Mr. Morse. I would like to have Mr. Spencer answer that because 
le is the one who has been participating for our agency. 

Mr. Spencer. The answer is that we have not discussed the merits 
of the act so much as the administration of the act. We have co- 
operated to get the best results. 

Mr. Drneexxi. There was no mention made, then, by Agriculture as 
to their opposition to the 50-50 law, as such ¢ 

Mr. Spencer. No, sir. The attitude of Agriculture and the other 
agencies has been that this is a law and we are going to administer it 
in the best way possible, in cooperation with all the agencies that have 
an interest. 

Mr. Drnceti. At any of these meetings to which we are referring 
now, did Agriculture at any time intimate that sales of surplus com- 
modities in Public Law 480 had been killed by this 50-50 provision? 

Mr. Srencer. I think we have it in our prepared statement that at no 
time since the hearings a year ago has there been any indication that 
the Cargo Preference Act was interfering with the program. 

The reason we say “since the hearings of a year ago” is because 
there was some question raised at that time when the Yugoslavian and 
Turkish programs coincided. 

Mr. Dincett. Would it be fair to say that this opposition by the 
Agriculture Department is rather a sudden thing ? 

Mr. Casey. I think Mr. Spencer should explain that when he said 
“no interference with the program” he meant with this country getting 
the shipping. 

Mr. Miter. Am I correct that this conference referred to is the one 
that came out of our hearings, and had to do more with the chartering 
of ships and the information on that than on any other phase of the 
program, so that it really has no bearing? 

Mr. Morse. That conference was a group set up as a direct result 
of those previous hearings, so that we could coordinate the demands of 
the various agencies. 

Mr. Mixxer. For ships. It had no part of the negotiations. 

You were not here at that time. 

Mr. Dinceti. I do not have the particular place in your statement, 
but subsequently, you say that your Department has been shown no 
evidence that this 50-50 is unworkable, or that it causes a burden on 
our disposition of surplus agricultural commodities. Am I right? 
Am I correct on that? 

Mr. Morse. I say substantially that, in there. The testimony yes- 
terday was to the effect that there was about 5-percent impairment of 
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the overall possibility of sales, and obviously, that 5 percent is some 
impairment, but we think it is minor, in the overall picture. 

Mr. Dincetx. I have that place now. It is the lower middle part 
f page 9: 

We have been shown no evidence that the success of that program has been 
hampered in any appreciable degree by the requirements of the law— 
which I presume to mean the 50-50 requirement. Is that correct / 

Mr. Morse. Yes, sir. 

Mr. Drnceti. Now, are you aware of any action which has been 
taken by this country to eliminate or to limit these bilateral treaties 
between other countries which tend to place cargo restrictions on 
shipping ? 

Mr. Morse. Are you referring to the treaties that Mr. Mailliard was 
just talking of ¢ 

Mr. Dincewu. I refer to the same treaties. 

Mr. Morse. That would be an activity of the State Department, and 
whether they voiced any objections, I do not know. 

Mr. Drxcett. Would you have any recommendations to make to 
this committee along those lines? 

Mr. Morse. Those treaties primarily result, I believe, from the de- 
sire of these countries having small or no merchant marines, to build 
up their own merchant marines. Frankly I cannot see that there 
could be too serious an objection to that objective. 

Mr. Dinceii. Now, along the same lines, the cargo restrictions 
which are threatened by these maritime countries, Norw ay, Denmark, 
and the United Kingdom, would have a connection more in the de- 
sire to get American dollars, out of this disposal of surplus, than 
they would with any other aspect of the needs of the trade; isn’t that 
a fact? 

Mr. Morse. I will give them the benefit of the doubt, that they are 
standing on principle, that they want all restrictions having refer- 
ence to shipping removed, because it is obviously to their long-1 run ad- 
vantage, because they are seafaring nations, to have no restrictions 
in any country whatever. 

Mr. Drvcetx. But, as a practical matter, the effect would be to 
not only give them this surplus but also to pay them to carry it away. 

Mr. Morse. They obviously save more dollar funds by carrying 
it in their own vessels. 

Mr. Dixcety. Would you have any recommendations to this com- 
mittee, with regard to expanding, 1 ‘ather than limiting cargo pref- 
erence of the type of 50-50 that we have before the committee today! 

Mr. Morse. No. At the present time I think that the 50-50 1s 
a workable basis which will permit us to maintain a reasonably large 
merchant marine. We still have room for the expansion for future 
national needs, but I think we can achieve it under the present legis 
lation. 

Mr. Drncetu. I have no other questions. 

The Cuatrman. Mr. Pelly. 

Mr. Preity. With regard to that last question asked, Mr. Morse, 1s 
it not true that in our effort to maintain a merchant marine adequate 
in number of ships and number of men to sail them, in the last 2 years, 
even with the Cargo Preference Act, we have been losing ground? 
Isn’t the number of ships down something like 200. 
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Mr. Morse. The ships are down in part by reason of transfer out of 
about 70 tramps. Then there is always a scrapping of overage ves- 
sels, which is going on. There is a decrease in our aggr egate carry- 
ings from 24 or 25 percent down to 23 percent, which, in my opin- 
ion, means that the foreign merchant marines are rebuilding more 
rapidly than we are. 

Of course, it must be borne in mind that a very substantial part 
of this percentage has reference to oil and bulk ores, and we are par- 
ticularly deficient in the ore-carrying type. 

Mr. Petiy. You stated in your written statement, I believe, that 
- the 23 percent of our own exports, that we carry in our own ships, 

2.5 percent in the case of liner service and 20 percent in the case of 
jeune ships, was cargo subject to the 50-50 provision. That is 20 
percent of 23 percent 4 2 

Mr. Morse. No. 

Mr. Petty. On page 3, you will notice, you say : 

* * it is estimated that it will now amount to about 12.8 percent of all 
liner exports, and 20 percent of all tramp exports, moving outward from the 
United States— 
that had reference to the amount of our exports subject to cargo 
preference 4 

Mr. Morse, That is for both American flag and foreign flag. 

Mr. Petry. I did not read your statement that w ay. Then the 
actual amount of this 23 percent which is subject to cargo preference 
is a very, very small percentage of our total exports, is it? 

Mr. Morse. It is roughly 10 percent. 

Mr. Pexy. Is it 10 percent of the 23 percent that we carry or 10 
percent of the entire amount? 

Mr. Morse. I am inaccurate. The 10 percent that I was referring 
to has reference only to the export trade, 89 millions tons, and there 
were 9.5 million tons of cargo-preference cargo. 

Mr. Petiy. So that if we carried 10 percent of our surplus agricul- 
tural products and items that come under this particular Preference 
Act. If we carried 100 percent in our ships, we still would only, as 
[ see it, get our total exports in our own ships back to where they were 
2 years ago. 

Mr. Morse. It would be an improvement of only 2 percent overall, 
tor 5 percent of day cargo exports. 

Mr. Petiy. That would be holding our own in the past 2 years. 

Mr. Morse. Yes, sir. 

Mr. Petxiy. I cannot see that you can justify the statement that you 
think this 50-50 is working. It seems to me that you should possibly 
look to terms requiring that more of agricultural surplus products 
would go out, in order to at least hold our own. 

Mr. Morse. I think where we are losing ground is primarily on 
bulk ores and oil rather than the type of cargoes you have under dis- 
cussion, or in the berth liners. 

Mr. Petiy. Then I gather that the statement that you made is based 
on the fact that we seem to be holding our own in the regular liner 
services, and our number of tramps, and that the number of ships 
that we are maintaining in those services is actually the same, but 
we are falling behind in ‘bulk cargo? 
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Mr. Morse. Let me put it this way: After World War II there were 
virtually no foreign flags so that the percentages then for American- 
flag carriers were much greater, percentage-wise than they are today. 
But today, we are doing ¢ a reasonably good job of carrying a substan- 
tial portion of the liner trade, a nominal portion of the tramp trade. 

Mr. Petty. You said that you are trying to get our regular trade 
routes up to 50 percent in our own ships and were only at 38 
percent. How would it be if we raised the amount of 50 to 100 per- 
cent? Would that not be working in exactly the direction that you 
want to work ¢ 

Mr. Morse. It would have a beneficial effect. There is no question 
about it, but whether the industry would want to ya 100 percent 
or not, I don’t know, and whether it would be to the overall benefit 
of the Government, I don’t know. 

Mr. Petty. But you told my colleague on the other side of the aisle 
that you thought it was working satisfactorily. It seems to me now 
that you are contradicting yourself. Actually we do need more 
cargoes in order to bring up ‘the amount of our ships, and the American 
ships on the regularly established trade routes need that additional 
lift ? 

Mr. Morse. We need more cargo and more ships, if we are going 
to achieve 50 percent. 

Mr. Petty. Then you are openminded as to whether we should 
raise the 50-50 to 100 percent? 

Mr. Morse. As to what should be done as to raising the 50-50 to 
100 percent I am not in position to make a statement today. I think 
we are making reasonable progress at the present time. 

Mr. Petty. That is all. 

The Cuatrman. Mr. Casey. 

Mr. Casey. Mr. Morse, as to the figures that you gave on the per- 
centages that Mr. Mailliard touched on, about these maritime nations 
of Western Europe, and the percentage that they carry of export- 
import commerce, it would be unfair to compare that with the com- 
parable percentage of the United States ships carrying export and im- 
port commerce in their ships, because of the significance of the cross 
trades in the foreign maritime nations, and their significance of the 
cross trades in the American-flag trade. 

Mr. Morse. Yes, sir; you are comparing unlike things 

Mr. Casey. In other words, as Mr. Mailliard Minted out, a great 
portion of the traffic that is carried in Danish and Netherlands’ ships 
is on commerce that never touches those particular countries. 

Mr. Morse. That is true. 

Mr. Casey. Now, the State Department made constant reference to 
a study as to how a direct subsidy could be provided to take the place 
of the cargo-preference law. Is that kind of a study being made, or 
has it been made by Maritime or Commerce? 

Mr. Morse. We ‘have no such study at the present time. We have 
studies going on at the present time on possible aids to tramps, and 
I suppose you might say it would include a study of the ere 
of direct aid in lieu of 50- 50, but we are not doing it in conjunction 
with the State Department. 

Mr. Casey. Are you doing it in connection with liners? Are you 
making any study to find out whether additional subsidy to liners 
could take the place of the 50-50 legislation ? 
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Mr. Morse. No. 

Mr. Casey. Well, as a matter of fact, as an off-the-cuff proposition, 
can you see how additional subsidy could take the place of cargo? 

Mr. Morse. Not unless you were going to guarantee them a profit. 

Mr. Casey. And there has been no provision in the law ever, affect- 
ing merchant marine, which guarantees them a profit. 

Mr. Morsr. No; nor would I ever support such a thing. 

Mr. Casry. And so that when the State Department testifies here, 
and they testified to the same effect before the Butler committee a 
couple of years ago, that they would defer to the Maritime Adminis- 
tration in connection with a suitable substitute for cargo preference. 

Maritime Administration has not even considered it worth while to 
make a study as to whether or not there is any suitable substitute for 
‘argo preference. Is that a fair statement. 

Mr. Morse. There was a study here by Maritime about 2 years ago. 
That was the Murray study. As I understand, that Murray report 
did contain a recommendation that the 50-50 provision be continued 
in aid of the American merchant marine. 

Mr. Casey. It made a further recommendation that we have a 
tramp fleet ; did it not? 

Mr. Morse. I think so; I believe it did. 

Mr. Casey. Did it not contain a finding that a tramp fleet was 
essential for national-defense purposes? 

Mr. Morse. Yes, sir. 

Mr. Casey. And you have testified that there is no conceivable way 
of keeping a tramp fleet without either a direct subsidy or the cargo 
preference, where they receive a differential in the freight rate ? 

Mr. Morse. I know of none offhand, Mr. Casey. 

Mr. Casry. Now, do you have any idea as to how much of the cargo 
that is shipped under title I of 480 or any other aid statute that is 
affected by the 50-50 legislation would be lost to American ships if 
the 50-50 legislation were repealed ? 

Mr. Morsr. We have no positive proof, but, if you assume that the 
importing countries are going to apply preferences of their own, it 
is reasonable to assume that we would not carry any of it. 

Now, if you want to be conservative you could apply the percentage 
of the American-flag in liner carryings against that portion of the aid 

cargo which is carried on liners, 38 percent. That would be the maxi- 
mum that they would anticipate carrying; and on the tramps, apply 
the same percentage that the United States flag tramp carriers obtain, 
S percent, and come up with a nominal volume. 

Mr. Casey. Still, of course, no matter what kind of an assumption 
you make, in the case of the liners, it would not apply to the tramps, 
where they have to exist more than anything else on this differential 
which the liners do not get. 

Mr. Morse. Of course, they would be the ones who would suffer 
almost all of their livelihood. 

Mr. Casry. Let me suggest a possible compromise, and ask you your 
opinion, as to whether or not this would satisfy the maritime nations 
who oppose this 50-50 legislation. 

Suppose that we were to change the 50-50 legislation to provide that 
it did not apply to these maritime nations of Western Europe but 
that for all other cargo going to any other country that did not have 
a merchant marine that we would carry 100 percent. Do you think 
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that would be satisfactory and would remove all of the objections 
to the 50-50 legislation ¢ 

Mr. Morse. By no means. 

Mr. Casry. What is the reason for that / 

Mr. Morse. Because a very substantial portion of the cargo carried 
to the nonseafaring nations is carried by these 3 or 4 countries that 
we are talking about. 

Mr. Casry. Precisely. Now, in connection with the freight rates 
that are being paid for carriage in tramp ships, the witness for the 
Department of Agriculture has testified that the very existence of 
the United States tramp fleet has provided an umbrella over the 
tramp rates, because the foreign tramp owners have a tendency to 
merely creep up behind the American rate, and, if there were no 
American rate to hold them down, the chances are that we would be 
paying an awfully lot more money in freight rates to the tramp 
owners. 

Mr. Morse. I think that is a lot of bunk. The foreign tramp rates 
up until the last 8 months to a year have been substantially lower 
than the NSA rate level. In other words, there was an excess of 
tonnage compared with the volume of cargo. Everyone was fight- 
ing for business and they were quoting low rates to get the business. 
There has been a bulge in the movement of cargo in international 
trade and all rates are up today. 

Mr. Casey. I do not know that I understood, or whether you 
understood me, first of all. 

Mr. Morse. I think what you asked me was this: Does the fact 
that we have American-flag tramps whose operating costs are higher 
serve as a floor on the foreign-freight levels, so that the foreign 
tramps will come up to that level, maintain their rates at that high 
level. 

Mr. Casry. I meant itasa ceiling rather than as a floor. In other 
words, because of the high operating costs of the American tramps. 
in order to insure them a profit, they have to charge at least enough 
to cover their operating expenses and a profit. Now, the tramps, in 
recent months at least, have not been considerably below the American 
tramp rate, and when the American tramp is merely making a reason- 
able profit, the foreign tramp is making a killing. 

Mr. Morse. That certainly follows, because he has approximately 
$20,000 a month less expense for crew wages. 

Mr. Casry. Has it not been a fact that in recent months the foreign 
tramp rate has even exceeded the American tramp rate In many cases / 

Mr. Morse. There have been 1 or 2 instances. It is a rare exception, 
because our people will follow up. 

Mr. Casry. Suppose that we did not have an American tramp fleet. 
That necessarily would have an effect on the rates that we would be 
charged by the foreign tramp owners: would it not ? 

Mr. Morse. I think that is argumentative, but certainly, if there is 
an excess of tonnage bottoms compared with the volume of cargo, rates 
are going to be low, and where there is an excess of cargo and a short- 
age of bottoms, rates are going to go up. In the latter situation, 
whether the American tramps act as a deterrent on the increase, | 
would be inclined to doubt it, because my observation is that they 
follow the tramp market rate up as high as it will go. 
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Mr. Casey. Let me put it this way: ‘The 50-50 legislation contains 
a provision that you only have to ship in American bottoms if they 
are available at fair and reasonable rates on American flag ships; is 
that right / 

Mr. Morse. That is right. 

Mr. Casey. We have decided after the hearings last year that a 
fair and reasonable rate for American tramps is the NSA rate. 

Mr. Morse. Yes, sir. 

Mr. Casey. If the American flag tramps exceed that NSA rate, the 
Agriculture Department, which arranges the shipping, is free to go 
into the foreign flag market, is that not correct / 

Mr. Morse. Right. 

Mr. Casey. If we had no 50-50 legislation and had no American flag 
tramp fleet, there would be no ceiling on the amount that would be 
charged by the foreign tramps, would there / 

Mr. Morse. You are assuming that at all times the foreign flag rate 
is less than the NSA rate. 

Mr. Casey. I am assuming that they come up as close to that NSA 
rate and as close to the American rate as they can, in order to make 
a large profit and still underbid the American tramps. 

Mr. Morse. It is certainly arguable that that is a ceiling. 

Mr. Casry. There are presently being built in Europe a consider- 

able number of ships, by foreign tramp owners, to replace their tramp 
fleet, isn’t that a fact? Are they not building tramp ships in Europe 
now ¢ 

Mr. Morse. Yes: there are tramp ships being built abroad, but I 
think that the tendency is for the tramp operators to use older liner 
ships quite often. 

Mr. Casry. Abroad ? 

Mr. Morse. But there are many ships that are being built specifi 
cally for the tramp trade. 

Mr. Case. Is anyone in the United States building a ship to replace 
any of our present tramp fleet. 

Mr. Morse. No. 

Mr. Casey. So that, as I have said, if these foreign tramp owners 
are making a killing on freight rates that are just slightly below our 
American tramp rates, they are using those high profits to build 
ships for themselves and replace their present tramp fleet abroad / 

Mr. Morse. Yes, sir. 

Mr. Casey. I have no further questions. 

The CHamman. You spoke of the inadequacy of the transatlantic 
passenger service. 

Are you negotiating with anyone to take care of that situation / 

Mr. Morse. There are preliminary discussions with the United 
States Lines for a replacement of the steamship America. She has 
to be replaced in about 5 years from now, as I remember. 

There is also an application on file for operating subsidy by Bern- 
stein, to put from 1 to 3 passenger vessels in the transatlantic trade 
for tourist-type accommodations. 

The Cuarrman. Are there any other questions / 

Thank you very much. 

The committee will recess until Monday morning at 10 a. m., at 
which time we will have as the first witness Mr. Rothschild. 

(Whereupon, at 12:55 p. m., the committee recessed, to reconvene 
at 10 a.m. on Monday, February 6, 1956.) 








OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


MONDAY, FEBRUARY 6, 1956 


Howse or REPRESENTATIVES, 
ComMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The CuarrMan. The committee will come to order. 

The witness this morning is Mr. Rothschild, Under Secretary of 
Commerce. 

Mr. Rothschild, do you have a prepared statement ? 


STATEMENT OF LOUIS S. ROTHSCHILD, UNDER SECRETARY OF 
COMMERCE FOR TRANSPORTATION, UNITED STATES DEPART- 
MENT OF COMMERCE 


Mr. Roruscuip. I do, Mr. Chairman. And, before I start on the 
statement, I should like to say to you, sir, that it is a very great pleas- 


ure to be back before your committee again. 

I have always felt that there was a substantial area of understanding 
between the committee and those of us who are attempting to be of 
help to the merchant marine. And I think that feeling has always been 
evidenced on both sides, sir. So it is a double pleasure to be with you. 

The CHarrman. Thank you. 

Mr. Roruscuitp. The purpose of these hearings, as I understand it, 
is to determine the overall effect of this legislation and its administra- 
tion upon the national economy with particular reference to the 
American farmer. 

In considering the effects of cargo yrenereue e legislation, I cannot 
overemphasize the importance to this Nation of a strong, well-bal- 
anced merchant marine. The lessons of two world wars teach us that 
the United States cannot depend upon friendly foreign nations for its 
essential shipping services. We have, through the assistance provided 
by operating differential subsidies and the 50-50 shipping laws, en- 
abled the privately operated merchant marine to maintain a min- 
imum acceptable level of ocean transport capacity in operation for 
peacetime needs and national defense expansion. 

The problem of maintaining even a minimum level of essential 
United States-flag shipping services in our foreign trade since the 
war has been a difficult one. We emerged from the war with the larg- 
est merchant fleet in the world. In 1946 our merchant fleet carried 
p proximately 70 percent of the Nation’s foreign commerce. Today 

his figure has declined to about 25 percent. 

\fter the war, through the Ships Sales Act of 1946, this country 
made it possible for foreign maritime nations to reconstitute their 
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merchant fleets through purchases of United States-built ships at very 
low prices. More than 50 percent of the ships sold pursuant to the 
Ships Sales Act went to foreign buyers. 

To a considerable extent, through this medium, foreign nations were 
able to obtain the ships that have cut in so heavily on the cargoes 
formerly carried in our own vessels. Our ship sales program served a 
fine purpose in rehabilitating the war-torn fleets of our allies, but, 
as a byproduct, their ability to compete in foreign trade was greatly 
enhanced. 

These fleets have been further augmented through new construction 
in foreign yards which has increased rapidly in the last several years. 
In contrast, our own operating fleet has been declining, and at the 
present time there are over 2,000 United States-flag merchant vessels 
laid up in the reserve fleet. 

It is apparent, therefore, that just as this country has had a surplus 
of farm commodities, it has also had a surplus of ships. Since both 
our agricultural industry and our merchant marine are vital to our 
peacetime economy and national defense, the Government should 
help both industries in finding markets for their goods and services 
if they are to fulfill their essential roles. 

Because of the lower standard of living of most foreign countries, 
foreign-flag vessels are constructed and operated at a much lower 
cost than vessels flying the American flag. which gives them a clear- 
cut competitive advantage. Without some assistance provided by 
the Government, our ships could not compete for cargoes in foreign 
commerce. In the interest of our own economy and national defense, 
our vessels must participate in this country’s foreign trade. 

The policy of reserving 50 percent of Government-sponsored cargo 
to privately operated United States-flag merchant vessels has been 
an absolute necessity to the continued operation of a significant part 
of our present fleet. 

With few exceptions, only our subsidized liner fleet, whose higher 
operating costs are offset by the Government, has been able to com- 
pete successfully for the so-called commercial cargoes. The remainder 
of our fleet has depended to a great extent upon sharing the carriage 
of United States Government-sponsored cargoes with foreign 
operators. 

The 50-50 shipping legislation, from the standpoint of the mer- 
chant marine, therefore, has been of great assistance in making it 
possible for a substantial portion of our vitally essential merchant 
fleet to continue in operation in the foreign trade. 

The reservation of 50 percent of Government-sponsored cargoes for 
our own ships does not violate the principle that the purchaser should 
have the right to route the cargo, if he desires, as some seem to believe. 

[t should be remembered that in all such Government-sponsored 
cargo, the United States Government is actually the purchaser, or 
the guaranteeing agency behind the purchaser, even though the cargo 
is destined for use in a foreign country. | 

However, in order to fairly apportion Government-sponsored cargo 
between the United States and foreign vessels, the law reserves only 
half of the cargo shipped for United States vessels, the other half 
being free to move on foreign lines. 
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L believe, therefore, that the law has not resulted in an unfair ad- 
vantage for United States ships, but, to the contrary, results in a 
iustifiable apportionment of this noncommercial traffic. 

Your committee, after extensive hearings last year, reported that 
there was no evidence that shipments abroad were impeded or de- 
layed by the lack of American-flag, privately owned merchant ves- 
sels. We have heard no complaints of shortages of American vessels 
since that time. We understand that the program for disposal of sur- 
plus agricultural commodities abroad is proceeding satisfactorily, 
and we believe the American merchant marine has assisted in the ac- 
complishment of the program thus far, as well as having benefited 
from it. The Department urges the continuation of the 50-50 ship- 
ping law as being in support of the best national interest. 

The Cuarrman. Do you speak for the administration, Mr. Secre- 
tary ¢ 

Mr. Roruscuitp. I speak for the Department of Commerce, Mr. 
Chairman. 

The CHarrmMaNn. I think it is time we were getting down to the 
facts. 

Does this administration approve of your statement, your last 
statement—*The Department urges the continuation of the 50-50 ship- 
ping law as being in support of the best national interest”? 

Do the President's policies support that statement? 

Mr. Rornuscuitp. This statement has been checked with the Bu- 
reau of the Budget, Mr. Chairman. And, as I understand it, the na- 
tional administration is not taking a position in this matter, but is 
simply allowing each department of the Government to come before 
your committee and to state the facts as each department sees them, 
leaving the decisions up to your committee, sir. 

The Cuatrman. The budget speaks for the administration ? 

Mr. Roruscuiip. Yes, sir. 

The Cuatrrman. The budget is the voice of the administration / 

Mr..Roruscuitp. The budget is in the office of the President. That 
is correct. 

The Cuatrman, And the budget approves this statement ? 

Mr. Roruscump. Yes, sir. 

The CHarrmMan. Then tell me how there is going to be anything 
but a controversy forever if a high official of the Government goes 
abroad and states that he is not in sympathy with the act, and he 
is going to do all he can to have the act voided and annulled, and 
encourages the participating countries in these transactions to defer 
their action until something can be cleared up, until he can do his 
best to have it eliminated? 

If that is the case, then one can only expect that matter to be agi- 
tated, and difficulty will be found in negotiating the sales. Is that not 
correct ¢ 

Mr. Roruscuiip. It would seem to me that that would be the result 
of such action, yes, sir. 

The Cuarrman. Then hasn’t your house got to clean itself up? 

Mr. Rorscutip. With your assistance, yes, sir. 

The Cyamman. Are we going to have to get the 
Agriculture down here? 

Mr. Roruscnip. I would not be able to say as to that, sin 
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The Cuarrman. Do you know or have you heard that he made state- 
ments adverse to this 50-50 law ? 

Mr. Rorscnitp. I have read press dispatches to that effect, yes, sir. 

The CHatrMAN. Quoting him? 

Mr. Roruscuit. Yes, sir. 

The Caarrman. That is where our problem is. 

The crux of our problem is that we are not getting the support 
from the administration that we should have. 

We have been over this matter, and there has not been, so far as 
I have been able to understand, any difficulty here except with three 

nations. Two of them are secondary as far as our commerce with 
them is concerned. 

Mr. Roruscuirp. If I remember the figures correctly, Mr. Chair- 
man, I believe that nearly $800 million of agricultural surplus was 
disposed of. And only one positive refusal, involving less than 1 
percent of that amount, was encountered. 

The Cuatrman. This committee meets to give its attention to many 
other matters. And if we could get the support, the entire support 
of the administration and the agencies that have to deal with the 
Bureau of the Budget, then I do not think we would have any 
problem here. 

Mr. Roruscui. It seems, to me, Mr. Chairman, that this present 
series of hearings should be most helpful in en: bling just that to be 
accomplished, because this furnishes a point at which the information 
can be brought together and then passed on for the information and 
guidance of those who do make policy within their respective depart- 
ments. 

The Cuatrman. I think the agency in question has done a good job 
in the disposal of these commodities, and I do not think they should 
use this act as a dodge in not doing more than they have done. 

Mr. Casey. Mr. Rothschild, as I understand it, you say that the 
Bureau of the Budget’s position now is that they permit you to come 
up and make this statement, and also permit Agriculture to come up 
and make a diametrically opposite statement. 

Will the administration take a position on this bill when it comes 
before the Senate Agriculture Committee? 

Mr. Roruscuitp. I would not be in a position to answer that ques- 
tion, Mr. Casey. 

Mr. Casey. I see. 

So that when you say the administration is not taking a position, 
you mean it is not taking a position during these current hearings 
before this committee. But you do not mean to imply that they 
may not take a position on the bill itself when the hearings are 
actually held before the Agriculture Committee ? 

Mr. Roruscuip. I certainly do not mean to imply that. 

I would be in no position to speak for the whole administration. 

The Cuatrman. Mr. Garmatz? 

Mr. Garmatz. No questions. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totierson. Does the Commerce Department, particularly the 
Maritime Administration, have any figures dealing with the amount 
of ships or the amount of tonnage that we furnish to our allies in 
World War II, and the amount of tonnage they supplied to us? 
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My recollection of earlier testimony—not this year, but in earlier 
years—was to the effect that during ‘World War II we supplied to 
our allies 514 million tons of ships, and they, in turn, supplied us 
with about one-seventh of that amount, as I recall the figure, about 
800,000 tons. 

Could the Department supply those figures 

(The figures are as follows :) 

During the course of the war, the United States turned over to its allies, under 
lend-lease agreements, a total of 643 oceangoing merchant ships of 1,000 gross 
tons and over, aggregating 5.6 million deadweight tons. 

On August 31, 1945, when the American merchant fleet was at its peak, there 
were under the control of the War Shipping Administration 4,261 oceangoing 
merchant ships of 45.1 million deadweight tons. Of this number, only 189 ships 
totaling 1.48 million deadweight tons were foreign owned and chartered to the 
War Shipping Administration. These ships did not include those which we lend- 
leased to allied countries or ships which the War Shipping Administration 
bareboat chartered out to our allies and time chartered back. 

Without the vast shipbuilding capacity created by the United States in the 
immediate prewar and war periods, the merchant shipping required by the 
United States and its allies to achieve a successful war effort would not have been 
available. For example, between 1939 and 1945 American shipyards, under the 
direction of the Maritime Commission, delivered from construction 4,813 ocean- 
going merchant-type ships whose deadweight totaled 52.5 million tons. This 
number and tonnage did not include almost 1,000 small craft for use on inland 
waterways and in harbors and military-type ships built for the Army and Navy. 

Mr. Roruscuip. I am sure we could, sir. I do not happen to 
have them with me today. 

Mr. Totierson. If those figures were correct it would substantiate 
your statement that we cannot depend upon friendly foreign nations 
for shipping services or ships during an emergency. 

You made one other statement here, that “only the subsidized liner 
fleet has been able to compete succ essfully for the so-called commercial 

rargoes, and the remainder of our fleet has depended to a great extent 
upon sharing the carriage of United States Gov ernment- sponsored 
cargoes with foreign operators. 

Is it not a fact, Mr. Rothschild, that, were it not for these Govern- 
ment-sponsored cargoes like the gift programs or the Public Law 480 
program and the 50-50 legislation applying to them, that a large 
number, if not almost all of the tramp fleet, would tie itself up ? 

Mr. Roruscump. You will recall, Mr. Tollefson, that we never did 
have in the United States a tramp fleet except after World War II. 
And all of us who have an interest in maritime affairs feel that that is 
an important segment of the total shipping picture. 

It is quite conclusive, I think, that it can only stay alive by reason 
of Government-sponsored cargoes. 

Mr. Touterson. I think that is all, Mr. Chairman. 

The Cuarrman. Mr. Van Pelt? 

Mr. Van Per. Mr. Rothschild, in the last paragraph here on the 
first page of your statement, you say: 


_After the war, through the Ships Sales Act of 1946, this country made it pos- 
sible for foreign maritime nations to reconstitute their merchant fleets through 
purchases of United States-built ships at very low prices. 

During the testimony we have heard reference to three countries— 

Norway, “Denmark, and the United Kingdom. Would you or someone 
with you be able to answer this: 


‘ Have we sold those surplus ships to those nations after World 
Var IT? 
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Mr. Roruscuip. Yes, sir. We were practically the only nation 
with ships following World War II, and the fleets of our allies had 
been badly lowered in numbers and in quality. 

In order to help put those people back into business, we made it 
possible, or the Congress made it possible for them to buy ships at 
what were then and what are now low prices, and we put them back 
into the maritime business. 

Mr. Van Per. Some of those ships undoubtedly would be in the 
category of a tramp fleet, too, with particular nations, would they not? 

Mr. Roruscuitp. I am sure that some of them must have gone into 
the tramp trade, yes, sir. 

Mr. Van Pexr. That is all, Mr. Chairman. 

The Cuarrman. Mr. Ray? 

Mr. Ray. No questions, Mr. Chairman. 

The CHatmman. Mr. Pelly? 

Mr. Petty. No questions. 

Mr. Totterson. Mr. Chairman ? 

The Cuarrman. Yes, Mr. Tollefson. 

Mr. Toiierson. Right at this point where Mr. Van Pelt was in- 
quiring, did we not sell something over a thousand ships abroad under 
the Ships Sales Act, 1,000 or 1,200 ships? 

Mr. Roruscuixp. I believe that is correct, yes, sir. 

The CuHatrman. Mr. Rothschild, the State Department does not 
know exactly where they do stand on this proposition, according to the 
testimony they have given here. 

The only problem we have is with the Secretary of Agriculture. 
Do you know how we can get him straightened out on this? 

Mr. Roruscum. I would think, if your committee continues the 
fine work which it has initiated, Mr. Chairman, that that would be 
a substantial contribution toward doing just what you hope for. 

The Cuatrman. Is he more interested in some foreign fleets than 
he is in this American fleet 

Mr. Roruscuivp. | would not think so, no, sir. 

The CHarrman. Mr. Casey ? 

Mr. Casry. The State Department testified that, in lieu of the 
50-50 preference law, it was their thought that a study should be 
made—in fact, the impression we got was that a study was underway 
to determine how a direct subsidy could be used to replace the assist- 
ance provided by the 50-50 law. 

Are you aware of any such study ¢ 

Mr. Roruscuiwp. Did not Mr. Morse make some reference to that 
in his statement ? 

Mr. Casey. Mr. Morse said he did not know of any such study along 
that line. I just wondered if you know of any study because they 
referred to the Department of Commerce. 

Mr. Rornscuitp. No, sir, we do not. 

The CuHarmman. Mr. Morse is here in the audience. 

That is correct, is it not, Mr. Morse? 

Mr. CLarence G. Morse (Maritime Administrator). We are mak- 
ing a study of the possibility of aid to tramps, but not as a substitute 
for the 50-50 legislation. 

The CHarmrMan. So then the State Department was inaccurate in 
their statement ? 
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Mr. Morse. If they made a statement contrary to what I have just 
made they were inaccurate. 

Mr. Casry. Mr. Rothschild, do you know enough about how this 
subsidy law works to give us an accurate opinion on whether there 
is any way that, partic ularly for the liner services, excluding the 
tramps for a minute, a direct subsidy could take the place of the 
assistance given by the cargo preference law ? 

Mr. Roruscnitp. Within the framework of the present act, Mr. 
Casey, I see no way of substituting for the benefits which come to the 
liner services by way of this ¢ ‘argo P reference Act. 

The cargoes themselves furnish income which would not be coming 
to those same operators by way of the present subsidy operations. 

Mr. Casey. The present subsidy operation is based on the prine iple 
of parity between the operating costs of the American and foreign 
competitor. 

Mr. Roruscuitp. That is correct. 

Mr. Casey. And, in order to supplant any diminution in cargo 
which would naturally result from a repeal of the cargo preference 
law, you would have to make outright gifts and grants to the lines to 
substitute for that proportion of their revenue / 

Mr. Roruscuiip. Either outright gifts or grants or some modifica- 
tion of mail pay or something of that nature. There just is no possi- 
bility of operating ships, even under our present subsidy regulations, 
without. cargoes, and coming out. 

Mr. Casry. On page 2 of: your statement you say that only our sub- 
sidized liner fleet has been able to compete successfully for the so-called 
commercial cargoes. 

I assume that you mean by that that we have given direct assistance 
to the liner fleet by way of operating subsidy, and, in that way, they 
have been able to agree with conference rates so that they charge the 
same rates as the foreign liners, and they are, at least so far as rates 
are concerned, on a competitive basis ? 

Mr. Roruscutip. That is correct, sir. 

Mr. Casey. Are you familiar w ith the difficulties that even the liner 
companies have in securing cargo to both export and import, even with 
equal rates with foreigners / . 

Mr. Rornscnivp. | am well familiar with the fact that competition 
in all fields of transportation is at a very high level. 

Mr. Casry. The point I am getting at, however, is that even though 
the American-flag liners have equal rates with the foreign liners, do 
not the lack of dollars and some foreign exchange difficulties militate 
against them being able to compete equally even in the face of equal 
rates ¢ 

Mr. Roruscuip. There are those difficulties, and there are also some 
rove se ape preference acts on the part of foreign governments, too. 

Mr. Casry. You say*here: 


‘ 


‘ 


Without some assistance provided by the Government, our ships could not 
compete for cargoes in foreign commerce. 


Of course, we do give some assistance to the liners by way of oper- 
ating subsidy. But I assume that the implication is that we would 
have to go to more than just a direct operating subsidy if we want to 
insure that they are going to be able to compete and successfully take 
some portion of the cargo business. 
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Mr. Roruscuitp. A substantial part of this Government-sponsored 
cargo travels by liner vessels. And that part which does travel in 
those vessels makes a very significant contribution to the well-being 
of the companies which are handling that cargo. 

Mr. Casry. You have said repeatedly during the course of your 
statement that this cargo-preference legislation is vital, that it is im- 
portant, and that it is essential to maintaining our merchant marine 
able even to carry a minimum of cargo. 

Could you give us some overall appraisal of what would happen to 
the American merchant marine today if the cargo-preference law were 
repealed ? 

Mr. Rornscuip. It is my judgment, Mr. Casey, that the tramp 
segment of the American merchant marine fet would disappear in a 
reasonably short time if these Government-sponsored cargoes were 
not available to them. 

Mr. Casry. That is 70 ships right there. 

Mr. Roruscuinp. Yes, sir. It is my further opinion that the oper- 
ating result of the subsidized lines would reflect badly in their earnings 
positions, and that that would directly affect our recapture possibili- 
ties under our present subsidy operation. 

Mr. Casry. How about the nonsubsidized segment. of the merchant 
marine other than the tramps? Did they participate in any great 
extent in this 50-50 cargo? 

Mr. Roruscuirp. I am not sure, sir. 

Mr. Casry. Thank you. 

The CHarmman. Mr. Baumhart? 

Mr. Baumuart. No questions. 

The CHatrmMan. Thank you very much, Mr. Rothschild. 

Mr. Roruscutip. Thank you, Mr, Chairman. 

The Cuarrman. Dr. FitzGerald is the next witness. 


STATEMENTS OF D. A. FitzGERALD, DEPUTY DIRECTOR FOR OP- 
ERATIONS; AND HENRY P. WAEGELEIN, ACTING DIRECTOR OF 
TRANSPORTATION, INTERNATIONAL COOPERATION ADMINIS- 
TRATION 


The CuHarrman. Would you give your full name and your back- 
ground ? 

Mr. FrrzGrravp. My name is D. A. FitzGerald, and I am Deputy 
Director for Operations of the International Cooperation Adminis- 
tration. 

Mr. Casey. Will you introduce the gentleman you have with you‘ 

Mr. FrrzGrraw. This is Mr. W aegelein, who is Acting Director of 
our Transportation Division. 

Mr. Cassy. Do you have a prepared statement / 

Mr. FrrzGeravp. I do not have, Mr. Casey. 

Mr. Casgy. Suppose you proceed in your own way to give us your 
appraisal of the effect of the 50-50 legislation on the operations that 
come under your jurisdiction. 

Mr. FrrzGeravp. As I understood it, Mr. Chairman, this committee 
is particularly interested in the effect, if any, of the cargo-preference 
legislation on the shipments of surplus agricultural commodities under 
title I of Public Law 480. 
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I should like briefly to explain our relationship to title I, and 
then to further answer your questions. 

The International Cooper ration Administration participates in ac- 
tivities under title I in two ways: (1) We participate in a committee 
which considers programs under title I, and, more importantly, we are 
responsible for the use of those funds generated under title I w hich are 
loaned in the country abroad. 

We are not, however, responsible for the composition of the agricul- 
tural commodities on which agreement is reached under title I for the 
countries with which those agreements are reached. 

In other words, our primary responsibility in the agency is in con- 
nection with the use of the local currency to the extent that it is loaned 
in the country with which an agreement is made. We do not have 

responsibility for admin istration of the cargo-preference law in re- 
spect of title I. 

Our interests are, as I have indicated, only subsidiary insofar as the 
particular interest of this particular committee is concerned in title I. 

We do have the responsibility for administering the cargo- 
preference provisions in respect of all commodities that are financed 
with appropriations under the Mutual Security Act. 

The CHatrMan. Let me see if I get it clearly. 

You make it possible for the nations to get the money ? 

Mr. FrrzGeratp. Not, sir, in connection with title I of Public Law 
480. 

The CHamman. I am just speaking in general. You make it pos- 
sible for them to get spendable money worldwide. 

Mr. FrrzGeravp. That is under our own legislation ; that is correct. 

The Cuatrman. Under your legislation you make it possible for 
them to get money that is spendable worldwide. And then you are 
interested in seeing how they spend the money. 

Mr. FrrzGeraxp. That is right. 

The Cuarrman. And you approve or disapprove the manner in 
which they spend the money ? 

Mr. FrrzGrrawp. Yes, sir. 

The CHAIRMAN. Then, have you said to any of these nations “We 
disapprove of purchases where you have to ship under the 50-50 
clause” ? 

Mr. FrrzGeratp. No. Since 1948, Mr. Chairman, we have been 
responsibile for administering the cargo-preference law in respect of 
all shipments that are financed with mutual- -security appropriations. 
We would have had a preference for a number of reasons which I can 
mention to the committee if it wishes, for not having to administer 
that type of legislation. But it was placed before this committee, and 
it was placed before the Congress, and the Congress made a decision 
on it. 

We have, in my judgment, faithfully, and honestly, and conscien- 
tiously administered the 50-50 Cargo Preference Act insofar as all 
shipments under the mutual-security program are concerned. 

The Cuatrrman. Has your agency intimated to any participating 
country your displeasure with the 50-50 act, or encouraged them to 
resist it? 

Mr. FrrzGeratp. We have not. 

Mr. Casey. Did I understand you to say that you do not like it but 
faithfully adhere to it? 
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Mr. FrrzGeratp. We would have a preference for not having it; 
yes, sir. 

The Cuatrman. What would be your preference ? 

Mr. FrrzGrratp. But we have told our participant countries very 
clearly that this matter has been considered by our legislative author- 
ities, and the legislative authorities have made a decision and it is up 
to us to administer it the way they have decided it. And we have 
done so. 

The Cnatrman. What is the cause of your preference for having 
some other way ¢ 

Mr. FrrzGeratp. Our reasons for having a preference is, first of all, 
because of the fact that the use of American-flag ships does intermit- 
tently cost more. It means that we are able to provide the receiving 
country with correspondingly less in the way of assistance. 

The C ongress, in passing the legislation that it passed, for economic 
and other aid abroad, instructed us to use the taxpayers’ funds as 
economically and as conservatively as possible in achieving the recov- 
ery and assistance objectives that were set forth in our legislation. 

We have never asked the Congress for additional funds to take care 
of any spread between the cost of shipment on the lowest competitive 
offer and the cost on American-flag ships. 

So, to the extent that American-flag ships cost slightly more- 
sometimes no more, gentlemen—than foreign-flag ships, that re- 
quires us to furnish something less in the way of commodities than 
would otherwise be the case. The differences are not large. 

No, 2, it is an additional administrative responsibility. It takes a 

certain amount of staff in our agency, both in our Transportation 
Division and in our Comptroller’s Office, which, other things being 
equal, we would prefer not to have to undertake. 

In the third place, the 50-50 Cargo Preference Act has made it a 
little more awkward, a little more difficult, upon occasion, to arrange 
and to agree with the country on a program which we think is the most 
useful and the most effective in ac hieving our joint objectives. 

I want to make it very clear, Mr. Chairman, that none of these 
difficulties have been insuperable. We have understood clearly the 
position of the Congress in this matter, and we have, in my judgment, 
conscientiously and effectively administered the law which the Con- 
gress has passed. 

Mr. Casry. How about the cost ? 

The No. 1 reason, you said, is the use of the United States ships 
intermittently cost more. 

Do you have figures other than those that have been given to us 
by the Department of Agriculture insofar as the added cost to your 
funds is concerned 2 

Mr. FrrzGrravp. The Department of Agriculture figures, sir, 
would apply only to the shipments of surplus agricultural commodities 
until title I. In addition to the surplus agricultur al commodities 
which are financed by the mutual security legislation. we also have. 
of course, a large volume of other commodities that we finance and 
for which, in part, we pay the freight. 

It is very difficult, gentlemen, to make an estimate of the additional 
cost which is involved in the use of the American-flag ships on a 
minimum of 50 percent of the cargo. Our best estimate would be 
that it would run perhaps a couple of million dollars a year. 
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Mr. Casry. Have you each year exhausted the appropriation for 
mutual aid so that that couple of million dollars actually has some 
effect ¢ 

The point I am getting at is when you are getting to the bottom of 
the barrel. 

Mr. FrrzGeratp. In some years we have; other years we have not. 
Last year we did not. 

Mr. Casry. In a year you do not get to the bottom you do not actu- 
ally feel the effect ? 

Mr. FrrzGerarp. That is correct ; yes. 

Mr. Casey. The added administrative responsibility, of course, 
comes into play just as much in other restrictions by the limitations 
that are inherent in the way the Government does business, such as, 
for example, they advertise for bids, and all the other things that 
exist in connection with the Government doing business with a private 
concern. 

Mr. FrrzGeratp. That is very correct. This is not the most expen- 
sive one we have. 

Mr. Casry. This is one of the least expensive; is it not ? 

Mr. FrrzGeraxp. I think probably of the major provisions of the 
legislation, that is probably right; yes, sir. 

There are lots of minor ones that are not very expensive to admin- 
ister. 

Mr. Cassy. Did you give these reasons in the order of their im- 
portance ? 

Mr. FrrzGrraxp. I had not intentionally done so; no. I just enu- 
merated them. 

I think that is probably the right order of importance, though. 

Mr. Casey. So that, so far as ICA is concerned, the third reason 
which was, as I think you expressed it, that it made it a little more 
awkward at times to effect agreement with countries and programs 
involving foreign aid, that is not a reason that looms large enough, 
in your opinion, to force ICA to take a strong position on this 
particular problem ? 

Mr. FirzGerarp. It isnot. That is in the past. 

May I just make 1 or 2 comments currently of the situation. 

As a result of another requirement of the mutual security legisla- 
tion we are required to use not less than $300 million of this year’s 
mutual security appropriation for furnishing assistance abroad in 
the form of agricultural commodities. This type of requirement has 
been in the mutual security legislation—I believe this is the third 
vear. 

The first 2 years that this provision was in the legislation it took 
some management, but there was no insuperable difficulty in meeting 

that er nt of law. 

This year, because our programs have shifted geographically to 
countries hash requirements for surplus agricultural commodities 
wre not, generally speaking, large, we are having more diificulty than 
in the past in meeting this particular require ment. 

One of the ways that we are proposing to meet this requirement of 
the law is to ship surplus agricultural commodities to Western Euro- 
pean countries particularly, sell those surplus agricultural commodities 
for local currency in those countries, and use the local currency thereby 
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generated to buy the nonagricultural commodities that we need for the 
countries that are getting aid. 

We call this triangular trade, and it is very complicated and time- 
consuming to administer. We are attempting now to develop $50 
million worth of this tr iangular trade for the current fiscal year, and 
the Cargo Preference Act is a substantial difficulty—I won’t say it is 
an insuperable difficulty, but it is a substantial difficulty—in complet- 
ing these negotiations. 

Again, to be specific, we had hoped to be able to work out some $15 
million worth of triangular trade with the United Kingdom. 

The United Kingdom has advised us that because of the Cargo 
Preference Act that they just are not going to be interested in or 
willing to work this arrangement out. 

You see the United Kingdom gets no substantial net aid from this 
triangular trade because we take an amount of pounds sterling equiva- 
lent to the cost of the agricultural commodities and buy commodities 
in the United Kingdom for other-aid countries. And they have said 
that under these circumstances they are not interested in it. That 
means that we are going to have to try to negotiate our triangular trade 
with other countries in place of this proposal that we had with the 
United Kingdom. 

I cannot tell the committee today whether we will have any in- 
superable difficulty or whether, by virtue of trying with other 
countries and discussing and encouraging, that we will be able to 
meet this $50 million triangular trade proposition. I certainly hope 
so. But I can report to the committee 2 or 3 months from now 
whether we have been able to or not. I cannot today. 

Mr. Casgey. What is your minimum figure for disposal of surplus 
commodities as part of the foreign-aid program for this year? 

Mr. FrrzGerarp. $300 million. 

Mr. Casey. That is 1956? 

Mr. FirzGrrap. Yes, sir. 

Mr. Casry. How much have you got done of that $300 million 
now ? 

Mr. FirzGeratp. We have done somewhere between $75 million and 
$100 million. But we have about $250 million programed. That 
means that we have every reason to believe that during the course 
of the next 4 or 5 months another $150 million is in sight and will be 
obligated. 

So we have around $50 million yet of that minimum that we are 
still not sure of, or that we are unsure of. 

Mr. Casey. Recently Mr. Hollister, who is chief of your agency, 
I understand 

Mr. FrrzGeraxp. Yes, sir. 

Mr. Casry. Had a press conference, I think, following some testi- 
mony before the Senate Foreign Relations Committee, in which he 
discussed the difficulties in connection with the disposal of farm sur- 
plus. I see from the newspaper account here that he did indicate that 
his agency had found the going rather slow in disposal of surplus. 
But the reasons that he attributed to this slowness were other than 
the 50-50 legislation. 

Are you familiar with the details of his press conference ¢ 

Mr. FrrzGrratp. I am not familiar with the details of his press 
conference, but I am familiar with the problem which he referred to. 
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And again I think it is proper and appropriate to say that I would 
also feel that during the last few months, outside of this British prob- 
lem, there have been difficulties other than the 50-50 shipping require- 
ment that have been more difficult to overcome. 

‘To be very frank about it, the price of certain of the American agri- 
cultural commodities has been so sufficiently above the world market 
price that that has been more of a problem. 

Mr. Casey. Mr. Hollister, in this newspaper article—which doesn’t 
conform with your appraisal of the difficulties here—states : 


Foreign countries “just don’t seem to want” the surpluses— 


he said, indicating apparently that price is holding up farm purchases 
since other nations would take it if he gave it away. 

Then he goes on here and does describe other difficulties, but: no- 
where in this particular article is any mention made of the 50-50 
legislation as providing one of the difficulties. 

Mr. FrrzGrraup. The price problem has been, particularly in the 
last year, a difficult one. And the only case to di ite, gentlemen, in 
which we have had a turndown solely on the basis of the ¢ cargo prefer- 
ence has been this British one. And I think we can substitute around 
and find another way of meeting it. 

Mr. Casey. Has ICA taken any position on the bill to repeal the 
applicability of 664 to title 1? 

Mr. FrrzGeraup. Not to my know ledge. We have not. 

We have indicated it was not an area in which we had responsibility. 

Mr. Casey. Do you agree that so long as there is prevalent in this 
country among top administration offici als a divided opinion as to the 
necessity for the 50-50 legislation, that we are bound to continually 
encounter opposition on the part of foreign maritime nations to the 
legislation ? 

Mr. FrrzGeravp. I think that you will encounter opposition in any 
event and for obvious reasons with which the committee is fully 
familiar. 

1 would certainly believe that an appearance of different opinions 
will tend to increase or encourage other countries to feel that some 
changes may be made. 

Mr. Casey. What was the date of the British turndown? 

Mr. FrrzGrrauv. I could get you the exact date, sir, but it was 
about 2 weeks ago. 

The CHamman. Mr. Garmatz, have you any questions? 

Mr. Garmatz. No questions. 

The CnHatrrman. Mr. Tollefson ? 

Mr. Totterson. You said that your department has to do with 
the use of the money obtained through sales under 480. 

Mr. FrrzGeratp. Yes, sir; that is right. 

Mr. Totterson. Do you keep an account of how the money was 
used in the various foreign nations which have purchased ? 

Mr. FrrzGrrawp. Yes, sir. 

Mr. Totterson. Could you say what percentage of that money was 
returned to those nations in the way of loans, long- term sans: 

Mr. FrrzGrratp. It varies from around 40 to 80 percent, sir. I 
could get an exact figure for you if you would like to have it. 

Mr. Touterson. Could we have that, Mr. Chairman? 

Mr. Garmatz (presiding). Yes. 
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Will you furnish that for the record ¢ 
Mr. FrrzGeraup. Yes, sir. 
(The material referred to follows:) 

During the period July 1, 1954, through December 31, 1955, the total United 
States export market value of title I, Public Law 480 transactions was $503.7 
million, of which the loan component administered by ICA amounted to $235.6 
million or 47 percent. 

Mr. Totierson. You have stated that you would prefer to perform 
your functions without the applicability of the 50-50 legislation to 
title I of 480. The reason you gave, or at least one of the reasons you 
gave was that it would cost the United States extra dollars or more 
dollars. Is that correct? 

Mr. FrrzGeraup. I was referring, when I made my statement, sir, 
to the administration of programs under the Mutual Security Act, and 
not under Public Law 480, title I, because we are not responsible for 
the administration of that act other than for the use of the local cur- 
rency. 

That statement was made with respect to the cargo preference legis- 
lation on our own operations. 

Mr. Totterson. And not with respect to title I. 

Mr. FrrzGeratp. No. 

Mr. Totierson. The reason I was going to ask you about it is a 
question has come to my mind on other occasions in the committee 
hearings about the opposing views of departments of government with 
respect to costs. In other words, if one department comes here, like 
the Agriculture Dep: ww ‘tment, and says that the 50-50 Cargo Preference 
Act costs Uncle Sam $3 million extra—I think that was their figure— 
in the operation of Public Law 664 to date, the question that comes to 
my mind also on such occasions is does the Department give no con- 
cern to the overall cost to the Government. In other words, if, in 
trying to save $2 million or $3 million, it costs the Government $10 mil- 
lion, or even more elsewhere, would the Department. be concerned / 

And that could apply to you with respect to your program. 

Mr. FrrzGrratp. That is correct, perfectly right. 

It is obvious, of course, that each Department is initially and pri- 
marily responsible for the economical administration of funds which 
are made available to it. And the obvious aim of each administering 
agency is to operate its own program as economically as possible. 

It is perfectly true that a saving in one Department may mean as 
large a cost or a larger cost to another Department, and the cost. to 
the American taxpayer may be more. It is perfectly true, sir. 

Mr. Totierson. And it would be the function of a committee of 
Congress to try to point that out, I presume. 

Mr. FrrzGrrarp. I would think so; yes, sir. 

Mr. Totierson. You said that the United Kingdom, because of their 
position, could use their sterling to buy agricultural products else- 
where, and, for that reason, among others, it was difficult to make a 
sale to them. Is that correct? Is that the gist of what you said’? 

Mr. FrrzGeratp. Yes. They can buy for sterling in some countries, 
and other countries they have to pay dollars, of course. 

Mr. Totterson. So they are not going to be interested in surplus 


products under 664 unless we make a pr ety good deal, or unless they 
can make a pretty good deal with us? 


+ ee 
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Mr. FrrzGeraup. Well, other things being equal, and the cost to the 
British in sterling being the same or substantially the same, it is my 
understanding that, unless the United Kingdom itself gets assistance, 
aid, from the transaction, it has taken the position that the require- 
ment for the cargo preference is not satisfactory to them, and they 
will not, therefore, participate in any mutual arrangement. 

We have never had any serious difficulty with the United er 
or any other aid- -receiving country when it was getting aid. It w 
prepared under those circumstances, as far as my observation ee 
been, to say that “If those are the ground rules, we have no further 
question to raise.” 

But where it is optional and where they are not getting aid, then 
the position has been that they are not prepared to partic ‘ipate. 

Mr. Totterson. They are in a position where they can drive a hard 
bargain such as the one that was mentioned when the Agriculture 
spokesmen were here. 

On one of the last sales, if not the last one, of surplus products to 
them we wound up using the money, or a good portion of it, to build 
some housing, and then gave them title to the housing, and we are rent- 
ing it back and paying rent which they say is nominal, whatever that 
is. They were able to drive a hard bargain on that. 

Mr, FrrzGrraup. Right. 

Mr. Torrerson. Now if they could not deve a similarly hard bar- 
gain, say 2 weeks ago, then it would be very easy for them to say 

“We don’t like 50-50” and it would be much more acceptable publicly 
for them to say that than for them to say “We don’t want to buy be- 
cause you won’t promise us some more housing” or something like 
that. 

You do not have to answer that one. 

a FirzGeratp. There is this difference, sir: 

Under this triangular trade arrangement we attempt—and we hope 
we will be suecessful in it—to reach an agreement with, let us say, 
a European country which takes our agric ultural sur pluses, an agree- 
ment that will permit the United States to get the same benefits for the 
ountry that is ultimately going to get the assistance as that country 
would have gotten if we were able to furnish the assistance direct. 

In other words, we wanted to be able to get from the United King- 
dom the equivalent of $15 million in pounds of purchasing power. 
That would have left no net advantage to the United Kingdom. And 
the United Kingdom says “If there is no net advantage to us in this, 
then we are not interested in participating because we just don’t like 

he cargo preference law in principle.” 

Now if we had felt it desirable or necessary or essential we could 

itive said to the British, “All right, we will sell you $15 million worth 
of surplus agricultural commodities, and you give us the equivalent of 

10 million pounds instead of $15 million in pounds, and we will work 
out some deal with you on the other $5 million worth of local currency 
so that you get some advantage to it.” And it is possible that that 
would have been suffic ‘iently attractive 

We did not want, at this stage in the game at least, to lose that much 


uid to the third countr y. So we have just not continued with the nego- 
ths ation. 


Mr. ToLuteFson. That is all, Mr. Chairman. 
The Charman. Mr. Garmatz? 
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Mr. Garmatz. I wonder if you could elaborate on your second ob- 
jection a little, that you mentioned before. And also your thinking 
about the United States maintaining a merchant marine, the merchant 
fleet. 

Do you support it at all? 

Mr. FrrzGrra.p. Yes, sir; 1 am perfectly prepared to. In fact, I 
support the maintenance of a United States merchant marine. 

Mr. Garmarz. You support it with one hand and tear it down with 
the other ? 

Mr. FrrzGerap. I am not intending to leave that impression, sir. 
This is one way of helping to support the United States merchant 
marine. I would myself prefer another way, or any other way of 
accomplishing the same objective, which did not have the objections 
which I have enumerated. 

Mr. GarmMatz. One that does not affect your Department ? 

Mr. FrrzGeratp. There may not be other ways of accomplishing 
the same objective as satisfac torily in the aggregate, and I think that 
is what this committee feels. 

Mr. Garmatz. You say you are for any other way, and then, on the 
other hand, you say you do not know if there is any other way. 

Mr. FrrzGeraxp. I am not an expert in this field, sir. 

One other way whicly has been mentioned to this committee and 
to which some of the committee members have objection would be a 
direct subsidy to the merchant marine. 

Mr. Garmatz. Could you elaborate on your second objection 

Mr. FirzGeravp. My ‘second objection was the fact that this pro- 
vision of law does increase the administrative workload of the agency 
just as other provisions of law add to our administrative workload. 

Mr. Garmatz. To what extent does it increase the work of the 
agency? Is it more help or how much it costs? 

Mr. FirzGrraup. We do require more staff. We require more 
staff both in the Transportation Division and in the Comptroller's 
Office where the compliance with cargo preference provisions are 
checked up on and audited. 

Mr. TotieFson. Would you yield for one question there ? 

Mr. Garmatz. Yes. 

Mr. Totierson. You are talking now about your general foreign- 
aid program ¢ 

Mr. FrrzGerawp. Yes, sir, that is correct; not title I. We have no 
expense in connection with title I. 

Mr. Garmartz. That is all. 

The Cuamman. From what you have said here, the prime difficulty 
is that it is not a competitive price. Is that correct? 

Mr. FrrzGrrauvp. You are now referring to surplus agricultural 
commodities, Mr. Chairman ? 

The CuarrMan. Yes, sir. 

Mr. FrrzGerap. I think that currently that is the most difficult one. 

The Cuarrman. That is the difficulty ? 

Mr. FrrzGeratp. The most difficult one. 

The Cuatrman. You do not go out on a competitive price, and this 
50-50 law is used as a sort of subterfuge. 

Mr. FrrzGeraxp. I do not believe I la call it a subterfuge, Mr. 
Chairman. 
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The Cuatrman. They argue the 50-50, but they do not press the 
argument about not having a competitive world price. Is that 
correct ¢ 

Mr. FirzGeratp. Again I am speaking secondhand, Mr. Chairman, 
because we have no responsibility for title I. 

The CuarrMan. Most of the information we are getting is sort of 
secondhand. 

Mr. FirzGeratp. That would be my understanding, that in some 
instances the price has been a limiting factor or has been the determin- 
ing factor. 

The CuatrmMan. Hasn't the price been the most difficult stumbling 
block ¢ 

Mr. FirzGrraup. I cannot testify as to that in respect of title I. I 
can testify as to that in respect of the responsibilities we have for 
section 402 of the mutual security legislation. And in connection with 
402 of the mutual security legislation the price has been the most 
difficult factor. 

The Ciuamrman. Then if it is in one section a stumbling block it 
would certainly be fair to say it is a similar stumbling block in the 
other / 

Mr. FrrzGrratp. I think that would be a proper conclusion. 

The CHatrman. And it is the prime stumbling block in the one 
that you say ? 

Mr. Frrzgerautp. That is correct. 

The CuairMANn. So if it is prime there would it not be reasonable 
to say it is prime otherwise ? 

Mr. FrrzGrraup. Mr. Chairman, I just cannot answer that question 
for title I because I am not sufficiently familiar with the hurdles that 
the negotiations in title I have had to go over. 

The Cuamman. Mr. Tumulty ? 

Mr. Tumuury. I missed some of the testimony. So you will forgive 
me if some of the questions do not reflect an understanding of what 
vou have said before I got here. 

This title I program. Would you describe that procedure to me 
rather simply ? 

Mr. FirzGrravp. In connection with title I, Mr. Congressman, of 
Public Law 480, the International Cooperation Administration has no 
responsibility with respect to the cargo preference legislation. 

Our primary responsibility is the administration of the local cur- 
rencies which are generated as a result of sales under title I. When 
they are loaned back to or within the country to whom the sale has 
been made we are responsible for that. 

_Mr. Tumutry. You are not concerned with administrative respon- 
sibilities about the actual transaction of sales under title I, Public 
Law 480, except insofar as after the event takes place. Is that correct? 

Mr. FrrzGrraup. As far as our primary responsibility is concerned ; 
ves, sir. 

_Mr. Tumuury. Ido not mean that. Do you have any responsibility ? 
Never mind the primary. 

Mr. FirrzGeratp. We participate in a Committee which reviews 
proposed sales programs under title I of Public Law 480. 

Mr. Tumutry. So then you do have some responsibility with respect 
'o title I of 480 through this Committee ? 

Mr. FrrzGrraup. Yes. 
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Mr. Tumutury. Which consults about proposed sales under that 
title? 

Mr. FrrzGerratp. That is correct. 

Mr. Tumuttry. Who is on that Committee ? 

Mr. FrrzGrratp. The Department of Agriculture, the Department 
of State, ourselves 

Mr. Tumutry. That is ICA? 

Mr. FirzGeravtp. ICA. 

And I believe Treasury and Commerce. But could I confirm that 
for the record¢ Iam not on the committee myself. 

(The information is as follows:) 





Membership of Interagency Staff Committee on Public Law 480; Chairman 
ship: Agriculture; executive secretary: Agriculture; Members USIA, Defense, 
Budget Bureau, State, Export-Import Bank, Treasury, Commerce, ODM, and 
ICA. 

Mr. Tumutry. Then I take it Agriculture, State, ICA, and Treasury 
and Commerce, if they belong to this committee, have had meetings 
with respect to title I, the sales under title I, Public Law 480? 

Mr. FrrzGrraup. Yes, sir. 

Mr. Tumutvry. In these meetings I assume you have discussed the 
problems incident to obtaining or processing sales under title I, Public 
Law 480? 

Mr. FirzGrrarp. Yes, sir. 

Mr. Tumurry. And I assume that in the course of those discussions 
this group adverted to the situation with respect to the United King- 
dom in the turndown of these sales of the surplus commodities ? 

Mr. FirzGrravp. Yes, sir. 

Mr. Tumuttry. Now in the course of that discussion what was said 
and by whom with respect to cargo preference legislation and with 
respect to price / 

Mr. FirzGerarp. Sir, I am not a member of that Committee. So | 
do not know. I cannot tell you specifically who said what. 

Mr. Tumurry. Do you get any reports of what is said, or any 
summary ¢ 

Mr. FrrzGrratp. Yes, I do. 

Mr. Tumvtry. In that report was any mention made of price of 
these articles to the United Kingdom or to any one of the maritime 
nations ? 

Mr. FrrzGeravp. In the case of the United Kingdom I believe that 
there was no price problem because the commodities that were involved 
in the United Kingdom agreement were, I think, largely, if not wholly, 
tobacco, and the price was not a problem in the case of tobacco. 

Mr. Tumutry. In the tobacco? 

Mr. FrrzGeravp. No. 

Mr. Tumvtry. That is the deal that went through? 

Mr. FrrzGeravp. That is the deal that went through. 

Mr. Tumutry. It was not turned down? 

Mr. FirzGrratp. That is right. 

Mr. Tumuury. I am speaking with reference to the deals that were 
turned down, if you know. 

Mr. FirzGrraxp. I do not know. 

Mr. Tumut ry. Then do you know whether anything was said about 
the Cargo Preference Act, 50-50 legislation, in these discussions as you 
got the information ? 








oil 
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Mr. FrrzGeravp. That is correct; there was. 

Mr. Tumutry. From whom did you get that information ? 

Mr. FrrzGrrap. The statement, the report that was received from 
the Embassy in London advised us that one of the reasons that the 
British were not prepared to go ahead with a further transaction was 
the Cargo Preference Act. 

Mr. Tumutry. That information came to you via the London 
Embassy ? 

Mr. FrrzGeraup. Yes, sir. 

Mr. Tumutry. I assume this Committee meets over in England, does 
it not ¢ 

Mr. FirzGeraup. No, sir; it meets here. 

Mr. Tumutry. In Washington ? 

Mr. FrrzGeravp. In Washington. 

It works out the basic proposals in respect of all countries; not just 
the United Kingdom. 

Mr. Tumutry. Then the information with respect to the United 
Kingdom came from the Embassy to this Committee. 

Is this the one chaired by the Department of Agriculture? 

Mr. FirzGeraip. Yes, sir. 

Mr. Tumutry. It is chaired by them / 

Mr. FirzGeravp. I did not use that expression. 

The Department of Agriculture representative is chairman of the 
Committee. 

Mr. Tumuury. The information that this Committee got came 
from the Embassy and from no other source, so far as you know ¢ 

Mr. FirzGeratp. I cannot answer in that respect. 

Mr. Tumuutry. You say one of the reasons. You do not know the 
other reasons that were set forth, do you? 

Mr. FirzGreratp. No: I do not. 

Mr. Tumutry. The only reason that you know about then apparently 
was the 50-50 legislation / 

Mr. FrrzGreraup. Yes. May I interrupt you, sir? 

Mr. Tumutry. Surely. 

Mr. FrrzGeraxp. I also have more direct and specific information 
in respect of a sale of surplus agricultural commodities to the United 
Kingdom which we were interested in making under the Mutual 
Security Act that did not involve tobacco. The reply: to our request 
of the Embassy and our own staff in London, as to the British interest 
or willingness in entering into that transaction, stated that the objec- 
tion that the British had to entering into this particular mutual security 
transaction was the 50-50 cargo preference. 

Mr. Tumutty. This was information / 

Mr. FrrzGrrarp. This was not title I. I can speak affirmatively 
on our own. 

Mr. Tumutty. This was the Mutual Security Act ? 

Mr. FrrzGrrarp. Yes. 

Mr. Tumuury. You got that information direct ? 

Mr. FirzGerraup. Yes, sir. 

Mr. Tumutry. That they objected to mutual security aid if it had 
0 go 50 percent on American ships ? 


t 
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Mr. FrrzGrraip. This, as I explained to the committee a little 
earlier, was what we called a triangular transaction in which the 
British themselves would have gotten no aid benefit. 

Mr. Tumutry. That was related to the specific transaction ? 

Mr. FrrzGeraxp. Yes. 

Mr. Tumutry. There is no need to repeat it to me. You say that 
you want to go along with the objective. I did not hear you state 
what the objective was. 

What is our objective in these transactions, if we have any ? 

Mr. FrrzGreraup. Are you referring to the transaction under mutual 
security legislation, or under title I? 

Mr. Tumvutry. Under title I. 

Mr. FrrzGerarp. As I understand the title I legislation, the primary 
objective of the legislation, it seems to me, is limited to one single objec- 
tive. It frequently has many, but the primary objective under title I 
appears to me to be to move, dispose of, and accelerate the export of 
surplus agricultural commodities with due regard to disruption of 
world prices and a lot of other provisions which the Congress has 
properly put into the legislation. 

Mr. Tumutry. The objective which you seek to obtain, which |] 
suppose should be obvious, is to get rid of, as quickly as you can, as 
much of the surplus commodities as you can which are referred to in 
title I? 

Mr. FrrzGerraxp. Yes, sir. 

Mr. Tumoutry. That is the only field in which you have any know!- 
edge, upon which you can base an opinion ? 

Mr. FrrzGerarp. That has to be done, of course, as you understand. 
sir, in compliance with any other provisions or all provisions of the 
Congress in respect of that particular assignment. 

Mr. Tumutry. That is correct. 

Mr. FrrzGrraup. That includes currently the 50—50 cargo prefer- 
ence, protection of world prices, and several other criteria. 

Mr. Tumutry. I am not speaking as a matter of your being able to 
give an opinion or to give a recommendation. You would not at- 
tempt to give a recommendation in a field in which you do not feel 
competent. 

Mr. FrrzGeratp. That is right. 

Mr. Tumutty. So that, all you can tell us is just what you would like 
to see done to carry out the duties which you have under title I. You 
have not taken into consideration any factual material with respect 
to the operation of our merchant marine? You do not pretend to 
be an expert in that field? 

Mr. FrrzGrraxp. I do not pretend to be an expert in that field. 

Mr. Tumutry. You have not looked into it to determine its effect 
on the merchant marine? 

Mr. FrrzGeravp. Our agency does not have primary responsibility 
in connection with title I. 

Mr. Tumutry. I understand that, but, insofar as you have any- 
thing to say at all on the subject, you have made no attempt to study 
how this program about which you are testifying now would affect 
our merchant marine? You made no studies on it? 

Mr. FrrzGrrawp. That is correct. 
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Mr. Tumutty. You have no knowledge of it? You have no back 
ceround on it? You are, shall we say, a total stranger to the subject ‘ 

Mr. FrrzGerarp. Well, all right? 

Mr. Tumutry. Is that fair? I do not want to say it if it is not. 

Mr. FrrzGeratp. We have had the responsibility for administering 
the Cargo Preference Act on our own legislation for 8 years, sir. 

Mr Tumutry. You have had some experience then / 

Mr. FrrzGerawp. That is right. 

Mr. Tumuttry. What do you “think of Mr. Morse, the Maritime Ad- 
ministrator, as someone who would be competent to advise both you 
and this committee? Do you feel that he is a man whose opinion 
should be followed ? 

Mr. FrrzGeraxp. I think Mr. Morse is a man whose opinion should 
certainly be carefully considered. 

Mr. Tumunry. He knows more about the subject than you do? 

Mr. FrrzGrratp. I am sure he knows more about the subject than I 
do. He may know less about some other subjects than I do. 

Mr. Tumurty. I am not making the computation of who knows 
more than who. Iam pointing out that that is his field. 

Mr. FrrzGrraup. On that point, there is no argument. 

Mr. Tumuury. Mr. Morse has testified here that to repeal or to 

ullify the cargo-preference statute would be, in effect, to sweep our 
merchant marine off the seas and, as I said and he agreed, to do what 
the Germans could not do in two wars, in effect to deprive us of § 

ierchant marine. Have you had that information before todav' 

Mr. FrrzGerautp. Yes. We have heard that statement before 

Mr. Tumutty. When did you hear that statement before / 

Mr. FrrzGrrap. In those precise words and in respect of what the 
Germans were not able to do in two wars, I had not heard it before 
in those terms, but I had heard the statement made that there should 
be 50-50, that cargo-preference legislation was an important element 
n maintaining a limited merchant marine. 

Mr. Tumutry. It is more than that. It is the sine qua non with- 
out which the merchant marine cannot operate. 

Mr. FrrzGreraup. Either that or a substitute for it. 

Mr. Tumutry. Mr. Morse has testified to that. He said the other 
day that if this act was repealed it would in effect eliminate the mer- 
chant marine from the seas. 

‘wan having that information from Mr. Morse, would you feel that 
vou would still press for the repeal of the Cargo Preference Act. 
even though it might be helpful to the carrying out of your program ‘ 

Mr. FrrzGrrarp. This is personal opinion only now. My personal 
opinion would be that the elimination of the Cargo Preference Act and 
no substitution therefor would be undesirable. 

_ Mr. Tumunry. Then I take it that your answer to my question 
is that you would not press for your program if it meant the elimina- 
tion of the merchant marine from the seas ? 

Mr. FrrzGrratp. That is my personal view. 

Mr. Toumuury. Your view is that you would only argue for the 
repeal of the Cargo Preference Act if some other ac tion, whatever 
that might be, were to keep the American merchant marine on the 
high seas? Is that a fair statement? 

Mr. Wsetihsann Yes. 
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Mr. Tumutry. So that, unless some action is devised by this com- 
mittee or some other governmental agency to keep the American mer- 
chant marine on the high seas at least substantially as it is now, you 
would not then favor the repeal of the Cargo Preference Act even 
though such repeal might make your duties less onerous and might 
improve or enhance the possibilities of your making these deals ? 

Mr. FrrzGeratp. I am speaking now of the legislation for which 
this agency has the responsibility of administration, and the answer 
to that is “Yes.” 

Mr. Tumuttry. Yes. You mean “Yes.” 

Mr. FrrzGeraxp. I wouldn’t believe that we should eliminate the 
cargo-preference legislation insofar as it applies to the mutual se- 
curity program without an adequate substitute therefor. 

Mr. Tumutry. That would follow, too, for title 1, would it not, 
because testimony has come from Mr. Morse that to eliminate the 
Cargo Preference Act with respect to title I would also, as I recall it 
now, have the same effect ? 

Mr. FrrzGerarp. I just have no judgment on title I, sir. 

Mr. Tumutry. But you agree with the general principle anyhow? 

Mr. FrrzGrraup. I would agree with the general principle. 

Mr. Tumvtry. I have no further questions. Thank you. 

The Cuatmman, Mr. Van Pelt. 

Mr. Van Pevr. Mr. FritzGerald, with reference to your statement 
regarding these triangular trade transactions, did I understand you 
correctly with reference to the United Kingdom that we sold them. 
or consummated an agreement for surplus commodities, and we had 
to our credit so many pounds sterling ¢ 

Mr. FirzGeraip. If we had consummated the deal, that would have 
been correct. 

Mr. Vaw Pevr. Then with some of this credit, you would make pur- 
chases within the United Kingdom for distribution to other 
countries ¢ 

Mr. FrrzGrratp. Yes, sir. 

Mr. Van Peur. Who would handle that cargo? Would this Cargo 
Preference Act have any bearing ? 

Mr. FrrzGeratp. Section 509 of our Mutual Security Act relieves 
us of responsibility for 50-50 shipping requirement on transactions 
that are financed with local currencies, so that the 50-50 preference 
law would not be applicable to exports financed by pounds sterling to 
a third country. 

Mr. Van Petr. Do we make similar purchases in other countries / 

Mr. FirzGreravp. Yes; under the triangular trade; very small. 
however. In fact, this year so far we have not consummated any 
triangular trade transactions. We hope to be able to consummate 
me $50 million worth. 

nder the current legislation, as I understand it, sir, the surplus 
agricultural commodities involved in the first sale would be subject 
to the cargo-preference legislation. 

Mr. Van Pewr. Our discussions here have been around our surplus 
agricultural commodities, and I am one who would like to see them 
moved and would like to see them down to where we would not have 
to have any to move. 

That brings me to this question: What prompts the placing of 
certain commodities on the so-called surplus list, commodities that 
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are actually not in surplus? Is it demand from foreign countries / 

If you are not familiar with it, I would discontinue the questions, 
but I have particular reference to the recent order by the Department 
of Agriculture placing hides in surplus which have never been con- 
sidered an agricultural commodity before. 

Mr. FrrzGerravp. I am familiar with the action of the Department 
of Agriculture, sir, but I am not familiar with the reasons why that 
action was taken. 

Mr. Van Petr. That would not have come through your office? 

Mr. FrrzGerawp. It did not, sir. 

Mr. Van Perr. That is all, Mr. Chairman ? 

Mr. FirzGeratp. May I add a word? 

Mr. Van Petr. Yes. 

Mr. FirzGeraup. We rely, as required by law, on certifications by 
the Secretary of Agriculture as to what agricultural commodities are 
surplus. Their determination is conclusive and final as far as we are 
concerned. 

Mr. Van Pevr. Thank you. 

The Crarrman. Mr. Ray. 

Mr. Ray. I have no questions, Mr. Chairman. 

The CHatrman. Mr. Dorn. 

Mr. Dorn. I want to follow up a little bit on Mr. Van Pelt’s ques- 
tion, sir. He spoke about the second part of this transaction on the 
three-cornered transaction about which you were talking, and you said 
that the shipping in the other part of the transaction was not covered 
by the act. 

I wonder if you have any records or any means of finding out in 
your records the proportion of British or foreign ships in the second 
corner of that transaction, whether it was mostly or entirely shipped 
in British ships, or whether it was mostly or entirely shipped in 
United States ships, or what exactly was the proportion ¢ 

Mr. FitzGrraip. We do not have specific information on this point. 
My own guess, speculation, is that most, if not all, of it moved on 
other than United States-flag ships. We have not had more than a 
few months in which this arrangement has existed and, since we have 
not completed any triangular deals yet, there has been no opportunity 
to have any experience as to what would move on American-flag ships 
and what would move on other than United States-flag ships, on what 
we call the second leg. 

Mr. Dorn. On that second leg, do ¥ou have any records that would 
show, as the deal has progressed to date, on what ships the goods have 
moved ? 

Mr. FirzGrratp. May I have Mr. Waegelein answer that ? 

Mr. Warcetern. In connection with the mutual-security program 
as a whole, we have a situation whereby dollars are used at some times 
to procure commodities in other countries, what we call offshore 
countries, 

For instance, with the purchase of commodities for a country like 
lran in the United Kingdom, when it comes to the shipping there, 
we have the authority under the present law to declare United States- 
tlag vessels unavailable, because most of this type of procurement is of 
i liner type of commodity and there are no United States-flag services, 
we will say, from the United Kingdom or north Europe which 
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directly to Iran. Therefore, the requirement for the United States- 
flag vessel in such instances is waived. 

When it comes to the sale of surplus commodities to such countries, 
the first leg requires the 50-50 application. 

Under the amendment to the law of last year, under section 509 of the 
Mutual Security Act of 1954 as amended, the second leg, which would 

require movement for the payment of freight i in local currency, has 
been exempted from the requirement of the law. 

One of the purposes motivating that requirement, I believe, would 
be that most of the goods does originate in areas where there are no 
United States-flag liner services and, secondly, that the United States- 
flag liners probably would be reluctant to accept such local currencies 
for the shipment of it. 

Therefore, what has moved has moved in an ordinary sense just as 
it would move from here where you have a conference of liners. From 
the United Kingdom to Iran, where the conference may be composed of 
British vessels and Netherlands vessels, Norwegian vessels, and Danish 
vessels. In that trade it would probably go on any one of those four. 

We have no way of knowing whether it was concentrated, for in 
stance, out of the United Kingdom in British-flag vessels. 

I believe that in the ordinary course of commerce they would pick 
up the first vessel available in that service. 

Mr. Dorn. What I am trying to find out is whether the first. vessel! 
available has uniformly been a British ship where the deal has bee 
consummated with the United Kingdom ? 

Mr. WazceLern. My observation of it is that it has not been con 
centrated. Just as we have done from the United States to other 
countries where foreign-flag vessels are in the same conferences, that 
part which is not handled by United States-flag vessels is to a large 
extent shipped on any of the foreign-flag vessels. That is where 11 
was in the cross trade. 

Where you have shipments to home countries, there is a sizable 
proportion of that part that is not carried by United States-flag vessels, 
that is carried on home-flag vessels for which we pay no fre ight. 

Mr. Dorn. So your general answer to my question would be that, 
under ordinary circumstances anyway, there would not be any United 
States-flag vessels in the particular trade on which the second leg 
would be carried ¢ 

Mr. Warcetern. That is correct. 

Mr. Dorn. Thank you. That % all, Mr. Chairman. 

The Cuarrman. Mr. Pelly. 

Mr. Petty. Doctor, I understand Sir Anthony Eden’s recent state- 
ment in the House for which he was applauded, that the United 
Kingdom could stand on their own feet, to indicate that, so far as 
mutual-security transactions go now, the only emphasis that is needed 
is defense ? 

Mr. FrrzGerrawp. Yes, sir. 

We have not given any economic aid to the United Kingdom for, ! 
believe, 3 years. 

Mr. Peiiy. Well, in the foreign currency transactions that you have 
handled on agricultural surplus products which, as I understand, 
would be almost $800 million as far as this program we are talking 
about is concerned, you have handled the foreign currency loans to 
other friendly nations, as I understand it? 
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Mr. FrrzGeratp. Yes, sir. 

Mr. Petty. Have you loaned any money to Denmark or Norway) 
or the United Kingdom for their merchant marines at all ? 

Mr. FrrzGerat. No; we have not had any Public Law 480, title 
[ transactions with any of those three countries which involved a 
loan of currency to the country. In fact, we have had no Public 
Law 480 transactions with Norway and Denmark. 

Mr. Preity. However, on mutual security, the foreign currencies 
that we have acquired in various ways, have those been used to build 
up their merchant marines, that you know of ? 

Mr. FrrzGrravtp. No; we have had a policy out on that since 1948 
or 1949 that we will not authorize the using of local currencies for 

shipbuilding above a certain size. 

Mr. Waxcetern. The purchase or procurement of shipbuilding or 
ship plate or such things as that. Since about 1949, we have never 
directly contributed with dollars. In the initial stages there may have 
been some counterpart used as, for instance, at Trieste and some other 
areas where there were political considerations, but since around 

1949 there has been no counterpart knowingly used or approved for 
assistance to foreign merchant marines in ‘the sense that they have 
been used to purchase or build ships or assist shipyards or drydocks ? 

Mr. Petxiy. It has been confined to small naval vessels ? 

Mr. Warcetern. And I believe that the Navy has certain naval 
considerations on the military part. 

Mr. Petiy. That is all, Mr. Chairman. 

The Cuarrman. Did I ask you any questions about this statement 
which has been purported to have been made by the Secretary of 
Agriculture ? 

Mr. FrrzGrraup. Did you ask me, sir? No; you have not. 

The Cuarrman. Did you hear about it ? 

Mr. FirzGeravp. I have heard about it. 

The Cuatrman. Do you know about it? 

Mr. FrrzGerap. I do not, of my own knowledge, know about it. 

The Cuarrman. You saw it in the press ? 

Mr. FrrzGrrap. Yes. 

The Cuarrman. Would it be fair to say that that has tremendously 
aggravated this matter; if it is so? 

Mr. FrrzGeraup. As far as our responsibilities and connection with 
the administration of the Cargo Preference Act on the mutual security 
program, the answer is “No; it has not.” It didn’t refer to the mutual 
security program, and it has not aggravated the matter as far as our 
re sponsibilities under the mutual security program are concerned. 

The Cuarrman. What has aggravated it? 

Mr. FrrzGeraxp. I cannot testify as to—— 

The Cuamrman. You admitted that the price is an aggravating 
Inatter, 

Mr. FrrzGrratp. That is correct. 

Che Cuamman. Now, then, if they were negotiating for a transac- 
tion and they wanted it all to come on their ships, and a high official 
of this Government said, “I think it would be best for all of it to come 
on your ships,” would that not stimulate opposition to any other trans- 
\ction than wholly by the ships of that nation? 
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Mr. FrrzGrratp. You are now again referring to title I of Public 
Law 480? 

The Cuarrman. You understand what I am referring to; any pro- 
gram. You understand. 

Mr. FirzGeratp. Mr. Chairman, I just cannot answer that question. 

The CHarrman. Mr. Casey. 

Mr. Casey. Suppose Mr. Hollister made the same statement in con- 
nection with your Mutual Security Act? 

Mr. FrrzGrrarp. If Mr. Hollister made it in respect of the Mutual 
Security Act, he wouldn’t make it anyway because it is not the place 
to make it. 

The Cuarman. That answers the question about the Secretary if 
he did make it; does it ? 

Mr. FrrzGrraup. Of course, the objections to the Cargo Preference 
Act 

The Cuatrman. I do not want you to go over that. 

Mr. FrrzGrratp (continuing). On the part of other countries are 
of long standing. 

The CuatrmMan. You understand what I am trying to find out. If 
we had representatives trying to dispose of these commodities and one 
of the provisions of the disposal was that it had to be shipped in a 
certain manner to which there might be some objection, and a high 
official of this Government said, “Yes, you have a right to object to 
that,” would that make the negotiation more difficult ? 

Mr. FirzGera.p. It is entirely possible that it could. 

As far as we are concerned, Mr. Chairman, our view has always 
been that this is a matter of legislative decision and we are administer- 
ing it, and that is the way it is. 

The CHatrman. You came here to be a witness. You have your 
own right to thought and speech. You just do not desire to answer 
the question, that is all. 

Mr. FrrzGrraup. I am always desirous. : 

The CuatrmMan. You would like to be excused from answering the 
question ? 

Mr. FrrzGerarp. I am always desirous of answering any questions 
of any committee of the Congress. 

The CHatrmMan. You are so familiar with these transactions. To 
your personal knowledge, would they have any effect on the trans- 
actions ? 

Mr. FrrzGeravp. I would assume that it must have had some effect 
on title I transactions. I would assume that it must have had. 

The Cuarrman. I think most intelligent men would so assume. 

Mr. FrirzGrravp. I have not talked with any representative of a 
foreign government. I do not know. 

The CHarrman. Mr. Casey, counsel for the committee, wants to 
ask you a question. 

Mr. Casey. Are foreign currencies that are made available for 
United States uses pursuant to the operations under the Mutual 
Security Act put up by the foreign countries immediately upon de- 
livery of the merchandise? 

Mr. FrrzGeratp. Usually before. They are put up when we notify 
the country that the commodity has been exported. 

Mr. Casry. Do you know of any difference, either in the practice 
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or in the authorization, insofar as title I transactions are concerned 
with respect to the putting up of the foreign currency? When do 
they put up the foreign currency under title I transaction 4 

Mr. FrrzGeratp. My impression, sir, is that there is a somewhat 
different practice followed, but I don’t know what the practice is 
unless Mr. Waegelein can tell you. You would have to ask the De- 
partment of Agriculture. 

What we do is that once a month we notify the country that certain 
dollar values of commodities have been exported either from the 
United States or from other sources, and request that the corre- 
sponding local currency be deposited in the appropriate account. 
| just don’t know, Mr. Casey, whether the Department of Agricul- 
ture follows that same administrative practice or not. 

Mr. Casey. I have heard it said that they do not get the foreign 
currency under title I transactions for a period of 3 years after the 
transaction is consummated. That is unfamiliar to you, is it? 

Mr. FrrzGerawp. I am just not familiar with it. 

Mr. Casty. I understood from your testimony that your agency 
was the one that undertook to use the money abroad that was gen- 
erated by the title I transaction itself. 

Mr. FrrzGrratp. Some of it, that portion of it which is loaned to 
the country; but not all of it. 

Mr. Casry. In those cases you would have to know that it had 
been put up before you could decide what you were going to do 
with it? 

Mr. FrrzGrravtp. That is correct. I will verify this for the record, 
sir, but I believe that we have not entered into loan agreements with 
more than half a dozen countries so far because all or a sufficient 
part of the currency had not been deposited. 

(The information is as follows :) 


Loan agreements negotiated by ICA from title I, Public Law 480, local currency 
(millions of dollars equivalent) 
Dollar 

Country : equivalent 
Israel — Saase ont asrats ae és : mameabucdons tin ese 
Japan 3 ‘ ‘ : 59. 50 

: oan nabbed it er 2. 63 

Spain : se = gS Saas as 10. 50 


Total : aids .. 8.0 


Mr. Casry. U we those loan agreements that you have consum- 
mated, is it possible that the procee ds of those loans would find them- 
selves back into the hands of the merchant marine of the foreig 
country involved ? 

Mr. FrrzGeravp. No. 

Mr. Casry. Not by way of payment of freight or anything else 

Mr. FrrzGrrarp. No, sir. 

Mr. Casey. Do you handle all the 50-50 controls other than the 
title 1 transactions ? 

Mr. FrrzGreratp. We handle all the 50-50 controls on anything 
that is financed with mutual security funds; not the Export- Import 
Bank or title I or military or anything else. It is just those shipments 
which we finance. 

Mr. Casey. My final question is this: 
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In response to Mr. Tumulty’s questions, I understood you to say 
that you would not favor the repeal of the 50-50 legislation without 
it being supplanted by some acceptable substitute, and that, while the 
matter of direct subsidy had been mentioned, you would defer to more 
competent authority as to the practicability of using direct subsidy 
or amy. other means as an adequate substitution for the 50-50 legis- 
lation ? 

Mr. FrrzGrraxp. I am not competent to be sure of the substitution, 
sir. I would defer to other judgment. 

The Cuarrman. This will conclude the hearings for today. 


Tomorrow morning at 10 o’clock the committee will hear the Farm 
Bureau. 


Thank you very much. 
We will recess until 10 o’clock tomorrow. 


(Whereupon, at 11:50 a. m., the committee recessed, to reconvene 
at 10 a. m., Tuesday, February 7, 1956.) 





OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


TUESDAY, FEBRUARY 7, 1956 


Hovusr or REPRESENTATIVES, 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The Carman. The committee will come to order. 

The first witness this morning is the representative of the Farm 
Bureau. 


STATEMENTS OF JOHN C. LYNN, LEGISLATIVE DIRECTOR; GEORGE 
J. DIETZ, DIRECTOR OF INTERNATIONAL AFFAIRS DEPARTMENT; 
HERBERT HARRIS, ASSISTANT TO THE DIRECTOR, INTERNA- 
TIONAL AFFAIRS DEPARTMENT, AMERICAN FARM BUREAU 
FEDERATION 


The Cuairman. These gentlemen are your associates? 

Mr. Lynn. Yes, sir. 

The CHairman,. Will you give your full name and background, and 
then give the names and background of the two gentlemen you have 
issociated with you. 

Mr. Lynn. My name is John C. Lynn. I am legislative director of 
the American Farm Bureau Federation. 

This is Mr. George Dietz, who is director of our department of 
international affairs, and Mr. Herbert Harris, his assistant. 

The CuairmAn. You are legislative counsel ? 

Mr. Lynn. That is right. If am legislative director. 

The CHAmMAN. What was your business before association with 
the Farm Bureau ¢ 

Mr. Lynn. Sir, I was a vocational agriculture teacher in South 
Carolina, beginning in 1932. I went to North Carolina in 1933, in 
the extension service. I went from assistant county agent, over a 
period of 8 years, to assistant director of extension service for North 
Carolina State College. 

_ Iwas in the war beginning January 1942, and I got my discharge as 
ieutenant colonel in Berlin, Germany, and remained in Berlin and 
throughout Western Germany on General Clay’s staff as a civilian for 
ly years. 

{ returned to the United States in 1948 and became director of the 
department of international affairs for the American Farm Bureau 
ederation, and am currently legislative director. 

The CHarrman. You have a general statement; do you ? 
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Mr. Lynn. Yes, sir. 

The Cuaman. You may proceed. 

Mr. Lynn. On behalf of the American Farm Bureau Federation we 
wish to express our appreciation for having this opportunity to 
briefly present some of the views of farmers with regard to cargo 
preference and its effect on United States agric vultural surplus sales 
under Public Law 480. This is a very broad ‘and complicated subject 
and we will only attempt to deal with a few of the more important 
aspects. 

Farm Bureau is a farm-family organization, financed by member- 
ship dues on a voluntary basis. It is an independent, nongovern- 
mental organization of farmers, by farmers and for farmers. It was 
or eanized | to provide a means whereby farmers can work together and 
speak with a united voice on the problems which affect them, either 
as farmers or citizens. We have 1,623,222 paid-up member-families 
in 48 States and Puerto Rico. 

Quoted below is a brief portion of our 1956 resolution dealing with 
this matter: 

We believe in a strong United States merchant marine. However, we oppose 
cargo preferences to United States flag ships which () impair the competitive 
sale of United States farm products in foreign markets and () require United 
States agriculture to bear a disproportionate share of the burden of subsidizing 
the United States merchant marine. 


We support a strong United States merchant marine. Agriculture 
is one of the leading export industries in America, and we are fully 
aware of the competitive position of agriculture at this time. We are 

also aware that the United States Government is appropriating some 
$80 million in construction subsidies this fiscal year to help the United 


States merchant marine meet the competition that it faces. We fur- 
ther understand that the President has requested over $164 million 
for construction subsidies for the coming fiscal year. We also under- 
stand that during the current fiscal year some $110 million is available 
to pay the U nited States merchant marine its operating subsidy, and 
Bmeeane are being made to increase this to $124 million for the next 
fiscal year. There is approximately $5 million requested for research 
and de velopment, and an additional $2,800,000 requested to help train 
merchant marine officers. These are undoubtedly important items in 
the maintenance of a strong merchant marine. 

This is a matter of importance not only to the shipping lines of this 
country but to every American citizen, for we all have a stake in see- 
ing to it that necessary funds are provided to keep our merchant 
marine strong. We are well aware of the essential role the merchant 
marine plays in time of peace and war. It has rightly been called 
our fourth arm of defense, for no modern war could be won without 
the ships to transport men and material. It would seem plain, there- 
fore, that the importance of the United States merchant marine in 
time of war or time of peace is not here at issue. Upon this point 
we can all agree. 

We realize that this committee primarily concerns itself with mat- 
ters dealing with the merchant marine. However, it would seem ap- 
propriate at this point to discuss briefly the basic problems of Ameri- 
can agriculture. 

We are all familiar with the vital role that agriculture played in 
World War II. The American farmer’s capacity to produce was 
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dramatically illustrated. Even in those years immediately after the 
war the American farmer continued to supply the bulk of the food- 
stutts for war-devastated countries. As world food supplies returned 
io a more normal level, however, export markets began to dwindle 
and in some cases disappear. The Farm Bureau has consistently held 
io the principle that high price supports would enlarge r: ather than 
diminish our problems. What American farmers nee d are expanded 
markets for our commodities. 

That this fact was not fully recognized is evidenced by the ove) 
$7 billion of surplus farm products that are now in Government ware- 
liouses. This tremendous surplus hanging over our market makes it 
even more urgent that both domestic and export markets be expanded. 

Ixxport markets are essential if we are to find a solution to the 
problem of agricultural surpluses. In 1951 over $4 billion of farm 
products went into export. By 1953 our exports had dec lined to 
~2.8 billion. After a great deal of effort exports increased to $3 billion 
in 1954 and to an estimated $3.1 billion in 1955. 

These figures illustrate the magnitude of the problem, the necessity 
for every possible avenue to be utilized if agricultural export markets 
are to be maintained and expanded. 

We are convinced that a healthy American agriculture is dependent 
on export markets of at least $4 billion per year. This means that 4 
out of every 10 bales of cotton, 3 out of every 10 bushels of wheat, 
t out of every 10 bags of rice, and 25 percent of our tobacco and soy- 
beans must be sold in foreign markets. 

Public Law 480, the Agricultural Trade Development Act, is an 
important tool in this struggle. Title I of that act is not merely a 
surplus disposal program. It is a means by which we can convert 
a portion of our huge surplus into working capital and use this 
capital to help create ‘and expand permanent markets for farm prod- 
ucts. This is done by selling farm products to foreign countries for 
their currencies. This is a sales program designed — to use some of 
the surpluses to help develop permanent markets. 

We have had a number of foreign aid programs since World War 
Il which gave our farm products to needy nations. It was proper 
that such programs be administered by our ~_ ign aid agency, the 
International Cooperation Administration and its predecessors. As 
you know, title I of Public Law 480 is pininasend by the Depart- 
ment of Agriculture, and it should be administered so as to give the 
maximum benefit to American agriculture. Public Law 480 was 
planned to lay the groundwork for future permanent trade with 
foreign countries. 

This program has been successful. However, we do not feel it has 
given the maximum benefit to agriculture of which it is « ‘apable. 
Agreements have been signed with some 22 countries. About $517 
million worth of farm products have been sold. Approximately half 
of the $1.5 billion authorization has been obligated. Plans have gone 
forward to use these currencies for trade fairs and promotional pro- 
grams designed to sell farm commodities abroad. 

Title I of Public Law 480 is designed to achieve the following 
three objective for agriculture: 

One, since sales are made through normal commercial trade chan- 
nels, Public Law 480 seeks to establish trade re lationships which can 
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continue through regular commercial sales apart from the program, 


when dollar exchange becomes available to a country; 

Two, countries are given strong incentives to continue their present 
level of commercial purchases of farm products from the United 
States. For example, a country such as Japan must agree to make its 
normal commercial purchases of United States rice in order to buy 
rice under Public Law 480. Without this incentive a country might 
well decrease the amount of such purchases ; 

Three, as we pointed out previously, the foreign currency generated 
by such sales can be used to stimulate the demand for our “products 
through various promotional programs. 

However, the facts are clear that we have not been able to utilize 
to the maximum extent the tools provided in Public Law 480. Ob- 
viously a great part of our effort should be directed toward those 
countries which are likely to have a continuing need for our farm 
products. For example, the United Kingdom, Netherlands, Sweden, 
Norway, and Denmark purchased $694.5 million worth of farm prod- 
ducts from the United States in 1954. This represents over 23 percent 
of all our agricultural export sales in that year. Clearly then these 
markets are tremendously important in any program designed to in- 
crease export sales of farm products, Promotional campaigns, agri- 
cultural exhibits, will be effective, we believe, in these countries. Yet 
we have not been able to generate any foreign currency in these 
countries by such purposes. 

Indeed, in all of these countries only one sale of $15 million has 
been made, namely under Public Law 480, in the United Kingdom, 
and that sale was made possible only by agreeing to restrict the use 
of the foreign currency to the construction of military housing. 

Why have we not been able to sell more farm products under Public 
Law 480 to these countries? 

Most of these countries are maritime nations and have told us they 
will not buy our products when we try to dictate to them how the 
commodities are to be shipped. 

We do not here attempt to discuss whether or not this is a reasonable 
attitude. The fact is that agriculture urgently needs to expand these 
markets, and we are being denied this opportunity because of cargo 
preference. 

The simple fact is we are trying to sell highly competitive products 
like any other good merchant. These countries are established cus- 
tomers whose need for agricultural commodities is growing. Com- 
petition is keen. We are not the “only store in the neighborhood” 
selling farm products. We must make it easy for our customers to 
buy our commodities—this is one of the basic maxims of salesmanship. 
Yet, we must tie strings to our sales. We must turn to our customer 
and say “We w ant you to buy our product, but you must ship it the 
way we tell you.’ 

Agriculture cannot be satisfied with such a situation when its need 
for export markets is so great. We are not impressed by the answer 
that those countries are just “bluffing,” that eventually they will buy. 
The fact is, of course, that if this is a “bluff” it is one that has persisted 
for a year and a half and gives no evidence of abating. In the mean- 
time we are losing these sales. 

It is a general rule that when a country does not purchase its re- 
quirements from the United States, it must turn to another supplier. 
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establish or expand another trade relationship. This effect, which is 
the exact opposite from the purpose of Public Law 480, we have reason 
to believe, has resulted in purchases from the Soviet Union under 
bilateral trade agreements. 

We doubt the wisdom of a measure which induces countries not to 
buy from the United States and which presents the possibility of en- 
couraging such trade with the Soviet bloc. The Soviets are in many 

cases only too willing to take substantial quantities of Norwegian 
herring, for example, in exchange for wheat and feed grains. 

How does ‘argo preference hamper the operation of Public Law 
iSO ¢ 

As we have described above, we have not been able to make sales 
under Public Law 480 to many of our best potential customers. The 
question might be asked “How many sales have you lost?” Of course, 
such a question is impossible to answer accurately. When customers 
don’t like your policies they simply stop coming to your store. There 
is no way to tabulate sales that are not made. There are, however, 
specific instances where negotiations were actually broken off. 

In March of 1955, after over 6 months of negotiation, the United 
Kingdom completely rejected a $45 million sale because of cargo 
preference. Even after the concessions were made as to the use of 
the foreign currency, only a 315 million sale was made. There have 
been no sales under Public Law 480 to the United Kingdom since that 
date. 

This transaction demonstrates, we believe, an additi ional point. The 
officials of our Government negotiating these sales have made a maxi- 
mum and sincere effort to make sales under Public Law 480 even under 
the handicap of the cargo preference provisions. We believe that they 
have carried out the spirit of Public Law 480 to the best of their 
ability. 

Denmark, on April 4, 1955, officially rejected a $7.7 million sale 
because of cargo preference. Norway has continued to refuse an 
$11 million sale. Sweden also refuses to buy. This seems to us 
graphic proof that cargo preference has severely handicapped the 
operations of Public Law 480 in some of our best potential markets. 

There is only one way which the United States can insure that 
half of the cargoes under Public Law 480 move in American ships. 
That is by financing 50 percent of the transportation. 

Most of our purchi isers would have been able to supply or pay for 
this tr ansportation themselves. Oftentimes, indeed, they would have 
hired American ships under normal competitive conditions and paid 
for this out of their own dollar exchange. 

Our own tabulation of the Public Law 480 program in fiscal 1955 
indicates that $13 million of Public Law 480 authorization were 
spent for transportation the purchaser could have supplied himself. 
This $13 million could have represented sales of an additional 8 mil- 
lion bushels of wheat or 80,000 bales of cotton. 

When the United States must finance the transportation for farm 
products such as wheat. which move on tramp vessels, additional 
funds must be used to make up the price differential between Ameri 
can and foreign tramps. It sometimes seems remarkable to us that 
this difference remains so constant over the months. For example, the 
latest information on fixtures for grain indicates a $3.50 difference 
between American and foreign-tramp vessels. Approximately $5 
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million has been charged against the Public Law 480 program in 
fiscal 1955 because of this factor. 

Of course, an important effect of all this is the removal in many 
cases of competition in this field. .A tramp vessel has little incentive 
to reduce its rates on cargoes on which foreign ships cannot compete 
with him. 

It should be emphasized that agriculture does not now appeal to the 
United States merchant marine for rate concessions to assist it in its 
desperate struggle for export markets. It asks only that the cargo 
preference restrictions placed on Public Law 480 sales programs be 
removed so that the program can achieve the maximum results in ac- 
complishing what it was designed to do, namely, creating and expand- 
ing foreign markets. 

If we are successful in increasing agricultural exports on a per- 
manent basis it will benefit all America. Certainly our merchant 
marine will benefit greatly from this increased trade. No one benefits 
from sales not made or from cargoes not moved. 

It is apparent that positive steps must be taken now to help the 
American farmer expand his markets. We believe that Public Law 
480 is one of the best tools currently available to assist in expanding 
and creating permanent markets. 

We, therefore, respectfully recommend an amendment to the cargo 
preference law which will exempt sales made under title I of Public 
Law 480. 

Mr. Chairman, if I might just add, we have tried to make it clear that 
we are very much for a strong merchant marine. We are prepared 
to come to the Congress and recommend whatever moneys are neces- 
sary for the subsidization of the merchant marine. 

Certainly, we in agriculture are not without subsidy at this time. 
We are not asking “for the repeal of the law, Public Law 664; we 
are simply asking that Public Law 480, Title I. Sales for Local Cur- 
rency, which are bona fide sales be exempt from the provisions of the 

cargo preference law. 

We think where the United States grants materials or gives money 
for a country to buy commodities in “the United States that there is 
justification for the United States merchant marine to haul at least 
50 percent of those commodities. However, we do believe that in this 
desperate effort which we are trying to carry on here to increase our 

sales of agricultural commodities both at home and abroad, the « cargo 
preference provision, as applied to title I of Public Law 480, is work- 
ing a hardship on agriculture. We sincerely recommend that this 
be corrected. 

The Cuatrman. In your resolution you use the words “competitive 
sale.” Do you know whether there is any competitive effort in the 
presentation of these matters to the countries who may purchase? 

Mr. Lynn. I cannot state this as a fact, sir. I have never had the 
opportunity of sitting in on any of these negotiations. 

The Cuatrman. You don’t know then. 

Let me ask you this: 

Do you know whether the goods are offered at a world price or a 
competitive price? 

Mr. Lynn. The goods under title I of Public Law 480 are offered 
at the price which the Commodity Credit has in those goods, I think, 
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as a first offer. And then I am sure some negotiation takes place 
after that. There is no restriction on the part of the Secretary with 
regard to that. 

The Cuatrman. Did you hear a Government witness testify here 
just yesterday or the day before that the world competitive price had 
1 lot to do with these ee 

Mr. Lynn. No, sir; I did not hear that. 

The Cuatrman. Did you ever hear of it? 

Mr. Lynn. I am sure that it does. I am sure that we have got 
to be competitive not only in our sales price but also in our shipping. 

The CHatrman. You speak here of this program subsidizing the 
merchant marine. It has been agreed here that it is about $3 million. 

Did you ever hear of what the Commodity Credit may owe the 
Maritime Administration for storage of grain in these surplus ships? 

Mr. Lynn. No; I do not know what that figure is. 

The CHatrMan. You are not concerned about that at all? 

Mr. Lynn. Oh, sure, I am concerned about it. We know that a 
tremendous number of ships are filled with grain. It disturbs us a 
creat deal that we have this surplus. But I am not familiar with it. 

The Cruatrman. It is not the surplus I am speaking of. 

What would it cost the Commodity Credit to store this grain in 
regular storage warehouses? That is the question. You see they do 
not pay anything for the ships. You know that to be a fact, do you 
not ¢ 

Mr. Lynn. I think that is a fact; yes, sir. But, after all, this is all 
a Government program, sir, and I don’t see any—— 

The CuatrMan. You point out the fact that Commodity Credit is 
subsidizing the merchant marine in this program. 

Mr. Lynn. Sure. 

The Cuarrman. But you do not give the merchant marine any credit 
for subsidizing Commodity Credit in this storage program. 

Mr. Lynn. It is all one Government. 

The Cuarrman. So then we just discount each one of them. 

Mr. Lynn. Well, I think, sir, that you—— 

The CHAIRMAN. If you point out the cost, that is only fair. 

Mr. Lynn. That is right. And, sir, I point out that we are cer- 
tainly subsidizing agriculture. We in the Farm Bureau are sorry 
that is true. But nevertheless we recognize that we are beginning 
to be wards of the Government rather than free citizens. We do not 
like that, but we are trying our best to correct this situation. 

All of you gentlemen ‘know what our position has been over the 
years with regard to farm programs that were designed to eliminate 
the very situation we find ourselves in now. 

The Cratrman. Well, when you get to these sales on page 3 of 
your statement, you say in 1951 over $4 billion of farm products were 
exported. Did they not go under the 50-50 provision ? 

Mr. Lyxn. I think the 50-50 provisions were in effect on some ship- 
ments at that time. 

The Cuatrman. So they went then. 

_ Mr. Lynn. We recognize, sir, that 1951-52 was not a normal year 
because we did have the Korean situation then. But we have 
to add, sir, that at that time roughly 40 percent of our wheat, 40 
percent of our cotton, and 40 percent of our tobacco was being paid 
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for by these countries with aid dollars. And that is not true any 
more. There is only $300 million provided under ICA appropria- 
tions to pay for agricultural products. 

Now it is on so-called bona fide sales, admittedly with subsidies. 
We are selling these commodities cheaper certainly than the price the 
Commodity Credit has in them. We do not know any other way 
to try to regain these markets. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totierson. Mr. Lynn, I am sorry that some other work kept me 
from hearing your full statement. 

I have been a little bit disturbed by the bureau’s position on this 
matter. And I say that having been a longtime admirer of the bureau 
and its position. That is principally why I am disturbed about 
this one. 

[ suppose the one statement you made points up as well as any, 
in response to Mr. Bonner’s question, that, after all, this is one 
(;overnment. 

Our committee finds itself in a position where we recognize that 
this is one Government composed of several different departments. 

At this particular series of hearings we find a couple of departments 
coming up here taking one position, and a couple of departments 
coming up taking another. It is all one Government. 

[ can remember when Agriculture bills have come before the floor 
of the House and many of us coming from urban areas, city districts 
having no farm problem, wanted to help nonetheless because we do 
feel it is one Government, and we voted and supported farm programs 
that we thought would be helpful. 

It upsets me a little bit to have the Farm Bureau come in and not 
uphold this 50-50 provision because at least, as far as the hearings 
today are concerned, I have not felt that a real case has been made 
out to do away with 50-50. 

I appreciate, from the testimony of the Agriculture Department 
and ICA, that possibly we have lost as much as $40 million in sales. 
But nobody has been able to convince me that any more sales have 
been lost. “And, as you say, that would be difficult to prove. But I 
am convinced that no other sales have been lost. 

I cannot feel that Great Britain honestly—and I say that a little 
bit. advisedly—has turned down this latest offer of sale because of the 
50-50 provision. I think that they are trying to drive a hard bargain 
and get a good deal just like they got on one of the other sales where 
we, instead of paying them, literally made a gift of the money. 

Now you say that 

Mr. Lynn. Excuse me, sir. 

Could I comment on the first part of your question ? 

Mr. TotiEFson. Yes. 

Mr. Lynn. We had 33 State farm bureaus—and you know our 
policies are developed by the States and the counties, and when we 
meet in annual convention they present these recommendations to 
us 








We had 33 States who specifically passed resolutions with regard 
to this matter, including the State of Washington. In the interest 
of the expansion of foreign markets and elimination of present sur- 
pluses, we recommend elimination of the requirement that 50 percent 
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of the Government-sold commodities shipped overseas be moved 
\merican ships. 

Mr. Touierson. I am familiar with that. And the fact that my 
own farm bureau voted the way it did also disturbs me. 

You say that perhaps one thing that might help would be for the 
Congress to appropriate money to ‘take care of 50 percent of the trans- 
portation costs. How would that help? 

Mr. Lynn. Well, I recognize that a ship laid up in a harbor is not 
what the merchant marine is seeking to obtain. They want to operate 
these ships. 

If itis necessary to keep the merchant marine strong—and if cargo 
preference was repealed as to title I of Public Law 480, we would 
support an appropriation to make up whatever the mere hant marine 
will actually lose in operating income. 

But, sir, our real concern here, for example, is that we have wheat 

wr sale, and Canada has wheat for sale. We have been told by the 
people who should know, which include embassy people—and we 
recognize those people may be biased on this point when they are from 
ations that have merchant marines—and by people in the Depart- 
ment of Agriculture that we have lost sales of wheat because of this 
one provision and that the customer simply went up to Canada and 
bought their wheat. There is an argument as to how much they saved. 
Some people say $2.50 a bushel, and some : say up to $7.50 a bushel. 

But these are the kind of sales losses that we are fearful are happen- 
ng under this provision. 

Mr. Totierson. If I may interrupt right there, the Agriculture 
witness never was able t@ say that when he appeared here. The only 
thing he could put his finger on was a possible $40 million loss. 

Mr. Lynn. As you know, we sponsored Public Law 480 through 
ihe Congress—at the objection of the administration, I might add— 
and got ‘it through. It was designed as a stopgap measure in order 
to try to increase our agricultural exports. And we believe that all 
of the evidence is on the side that this is hampering our ability to 
increase such exports. 

As to the amount, we have tried to take the best estimates that are 
available. 

Mr. Totiterson. Suppose we start from the premise that actually- 
and I am not sure that that is true, but we will assume that it is true 
we lost $40 million worth of sales. My arithmetic is not very good. 
but in relation to the total program that is not a big item. 

Mr. Lynn. No, sir. 

Mr. Totierson. If we have got to sell this thing it seems to me 
there ought to be a little give and take. 

On the matter of the tramp fleet operating, the testimony before 
this committee from the Maritime Administratiot 
tee, I do not think, even needed the testimony—was to the effect that 
without these cargoes our tramp fleet would just be wiped off the seas 
because normally the tramp fleet cannot compete with the foreign 
tramp ship because of the lower operating costs and lower investment. 

And the direct testimony is that without participation in the gift 
programs, the ICA programs, the 480 program, that there would not 
be any cargo, and subsidies would not help. You could pay the money 
but they would not have any cargoes to carry. And, of course, Con- 

eress would never do that. 
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It presents a problem. And I hope the Farm Bureau will recognize 
the fact that there is a real problem here in connection with bolstering 
our merchant marine. 

Mr. Lynn. You cannot deny that we have a problem in agriculture. 

Mr. Totiterson. Nobody would deny it. That is why we from 
maritime areas, by and large, have supported the farm program, be- 
cuuse we thought it was in the interest of the whole United States, 
We think the merchant marine is definitely a vital thing, too. 

Mr. Lynn. We do, too. 

Mr. Totiterson. How do you answer it / 

Mr. Lynn. It isa problem, sir. 

Mr. Dietz? 

Mr. Dierz. Sir, I would like to say something. 

We know and fully understand that the loss of $40 million is serious. 
It is not only this loss we are concerned about but the fact that we 
are being excluded from these markets on the long haul. And we 
think that is very serious. We should be in there establishing rela- 
tionships with these people, having them meet the people that export, 
und we should be digging our fingers into the soil over there and 
establishing permanent markets. 

Up to now, sir, we have been excluded from these markets as to 
Public Law 840 sales. And we think that that is important along 
with the loss of the $40 million. 

Mr. Totierson. Of course, you do not negotiate these sales, do you / 

Mr. Lynn. No, sir, we do not. 

Mr. Totiterson. The Agriculture Department witness does not say 
that, or at least I did not hear him say that, opadvance that argument. 

So is that not somewhat a nebulous thing / 

Mr. Dierz. Well, I think not, sir, because of the fact that if you do 
not do business with people and if people refuse to do any business 
with you, then you do not establish a relationship with them. 

I think that to establish traditional markets for the United States 
that we can rely on for our exports of fruit, for example, we have 
to meet them at least. If they want to ship on their ships I think 
that that is what any businessman in the United States might do. We 
have to compete for these markets. 

Mr. Marriarp. Will the gentleman yield for a question? 

Mr. Totierson. Yes. 

Mr. Mariut1arp. I do not understand this at all. 

Mr. Lynn’s statement here says: 
* * the United Kingdom, Netherlands, Sweden, Norway, and Denmark pur- 
chased $694.5 million worth of farm products from the United States in 1954. 






































What do you mean we are not doing business with these countries? 

Mr. Lynn. There is an additional business that we can do with these 
countries. . 

Mr. Matiurarp. That is not what the gentleman said. He said that 
their objection was not so much m the detail of a particular transaction 
but that you were precluded from these markets. That clearly is not a 
true statement. 

Mr. Drerz. I think, sir, if you analyze that, that most of that was 
with the United Kingdom and Holland. We are not into Denmark. 
Sweden, or Norway in very great. quantities. 

Mr. Mariutzarp. Then Mr. Ly nn's statement is somewhat misleading. 
Could you give us a breakdown on those countries / 
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Mr. Lynn. We have those. We do not mean to imply—— 
Mr. Marmi1arp. Sir, you do imply when you make this statement: 


The United Kingdom, Netherlands, Sweden, Norway, and Denmark purchased 
$694.5 million worth of farm products from the United States in 1954. 

And now you say that the United Kingdom and Netherlands are 
most of it. Yet nobody has suggested that the Cargo Preference Act 
had prevented consummation of a deal with the Netherlands. That 
point has never been raised in all these hearings. So I believe you are 
somewhat misleading us. 

Mr. Lynn. We certainly do not intend to, sir. 

Mr. Mamairarp. Perhaps you can straighten it out. 

Mr. Lynn. We recognize full well that the countries we mention 
here, the United Kingdom, Netherlands, Sweden, Norway, and Den- 
mark, have been and are still our good customers in agriculture, and 
they did take some 23 percent of our total agricultural exports in 1954. 

Mr. Maitx1arp. How do you reconcile it with the statement just 
made by your associate ? 

Mr. Drerz. If I may make the statement, we have not been able to 
do any business specifically in fruit in Scandinavia, sir. And it is a 
market that is very fertile for the United States fruit. They like 
our fruit, and they have not accepted it. 

Mr. Marmurarp. But here the other day when the question was asked 
whether there ever had been an attempt on the part of our Government 
to do business in fruit rather than to tie it in with a lot of other com 
modities, the answer was “No; this had not been attempted.” 

Mr. Drerz. Iam referring to under 480. 

Mr. Martiuiarp. Soam I. 

I gather you gentlemen have not been present at these hearings. 

Mr. Lynn. We have not. We have other duties to perform. 

Mr. Matiut1arp. That is unfortunate. You probably would have 
had an education. . 

Mr. Lynn. Sir, the merchant-marine representatives met with our 
resolutions committee in Chicago and presented an excellent case. 
hey did a fine job in presenting their side of this program. It was 
debated and discussed for hours in our resolutions committee com- 
posed of 48 State farm bureau presidents. 

Mr. Mariirarp. Still you come out with a resolution which has 
as point No.2: 

* * * Require United States agriculture to bear a disproportionate share 
of the burden of subsidizing the United States merchant marine. 

Do you think that that is a fair statement ? 

Mr. Lynn. I surely do. 

Mr. Maiti1arp. Youdo? 

Mr. Lynn. It is in our resolution. 

Mr. Marurarp. What about the disproportionate share that the 
merchant marine is paying to subsidize the Commodity Credit Corpo- 
ration ¢ 

Mr. Lynn. By storing grain? 

Mr. Marut1arp. For nothing. 

Mr. Lynn. In the ships. 

Mr. Maitu1arp. The disproportion here seems to be in reverse. I 
don’t see how you can come up with a statement like this if you gave 
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reasonable consideration to the facts that were presented by the 
merchant marine. 

Mr. Lynn. The United States merchant marine, as far as these 
ships laying in harbors filled with grain are concerned, is a part of 
the United States Government; is it not? We do not understand why 
idle ships filled with grain are more expensive to keep than empty: 
ships. 

Mr. Maruiarp. If that is true then let us put it the other way 
around, that agriculture and the merchant marine are both part of 
the United States Government. If we do not complain about you 
using our ships for nothing why should you complain about a fraction 
of a percent of the cost being charged to Commodity Credit for the 
benefit of the merchant marine? If it is fair one way why is it not 
fair the other way ? 

Mr. Lynn. It would be fair if we were not convinced that we are 
losing sales under title I of Public Law 480 due to this provision. 

Mr. Mariuiarp. And, similarly, it would be fair if we were not 
convinced that we need these cargoes in order to operate the merchant 
marine. 

Mr. Lynn. Undoubtedly you are convinced of that, while we are 
not. And, therefore, we differ. 

Mr. Mariirarp. You are not, although you recognize that the peo 
ple who know most about it say that without the 50-50 cargoes there 
would be no tramp fleet. 

Mr. Lynn. We don’t subscribe to that statement. 

Mr. Marirarp. I will yield back. 

Mr. Totzierson. Just one thought in connection with what you say 
about being excluded from your markets. You are not excluded from 
any markets where dollars are involved. 

Mr. Lynn. Our only plea, Congressman Tollefson, is with regard 
to title I sales under Public Law 480. We are not attempting to repeal 
this provision of Public Law 664. 

Mr. Totterson. This is a temporary thing and has another year 
and a half to go. The future foreign market prospects are long range; 
are they not? You are not excluded from selling for dollars in those 
same markets; are you ? 

Mr. Dierz. No, sir; we are not. But there is, as you know, a present 
lack of our exchange. 

Mr. Totierson. Do you think it will ever be any different ? 

Mr. Drerz. I think, sir; that we should, in the spirit of free trade, 
make every effort to let foreign nations earn enough of our money so 
that they can spend some of that money in the United States for our 
commodities. I think that is the thing we should keep in mind. 

The Cuarrman. Mr. Tollefson, excuse me. 

Mr. Totierson. Certainly. 

The Cuarrman. Does not your resolution go beyond 480? 

Mr. Lynn. Our resolution goes beyond 480. Our board of di- 
rectors, in session here in January, when we reviewed our resolutions 
and tried to determine what we should do legislatively, decided that 
we should concentrate primarily with regard to sales under title I of 
Public Law 480. We recognize that we are up against. 

As you know, we tried to sponsor legislation through the House 
last vear as a part of the mutual security program. What are we 
simply trying to do here is to repeal cargo preference as far as sales 
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under Public Law 480 are concerned. We are not attempting, for 
ext umple, to free bartering under title III of Public Law 480. 

The CuatrmMan. I am just asking you about your resolution. How 
far would your resolution go? 

Mr. Lynn. Our resolution goes all the way. 

The Cuarrman. All right, ‘Mr. Tollefson. 

Mr. Totterson. Coming back to your statement that you think we 
ought to appropriate enough money to pay half, or finance 50 percent 
of transportation costs, do you really think that that would help the 
picture any at all ? 

Mr. Lynn. I do not know whether it would or not. We think it 
would, based on the statement that the merchant marine made to us at 
our convention when they appeared before the resolutions committee. 
They stated that they would lose a certain amount if cargo preference 
was repealed. 

We simply say that we do not want the merchant marine to lose. 
We want to keep a strong merchant marine. And if this is so, then let 
us subsidize the merchant marine more than we are now subsidizing 
It. 

Mr. Totzerson. The point is, I think—and I am convinced of it- 
that even if we pay all the transportation costs with extra dollars ap 
propriated, the maritime nations abroad would still want to carry the 
cargoes because they want the business. 

Mr. Lynn. I think that is right. 

Mr. Totierson. It is a matter of cargo. You would run into tha 
same argument. That is the State Department negotiators would run 
into the same argument despite that fact. 

One other thing: We have had this 50-50 law provision added as an 
amendment to quite a few bills, and we have had to fight on every one. 
The two committees of the House that fought it most strenuously were 
the Agriculture Committee and the Foreign Affairs Committee. I do 
not mean that everybody on the Foreign Affairs Committee fought it 
because that is not so. But I think the bulk of the Agriculture people 
fought it even on the giveaway programs. 

Mr. Lynx. We don’t. Where we give products away or where we 
give money to buy products over here we think the United States has 
a right to stipulate cargo preference. 

Mr. Totierson. As far as the United Kingdom is concerned, that 
is what we did: We gave it away to them actu: ally in the final analysis. 

Mr. Lynn. You mean this deal that we mention here under Public 
Law 480? 

Mr. TotitEFson. I was not here when you read your full statement. 

Mr. Lynn. I am sorry. 

Mr. Totterson. But the testimony from the Agriculture Depart- 
ment was—and I believe the ICA also, but partic “ult irly the Agricul- 
ture Department—that on the last deal consummated we used the 
money, the pounds, to build some housing over there. 

Mr. Lynn. That is right. 

Mr. Totterson. And gave title to the housing to Great Britain. 

Mr. Lynn. That is the $15 million deal under Public Law 480. 

Mr. Totierson. Yes. 

Mr. Lynn. We understand—and, not being in the Government, we 
are not in on these negotiations—but we understand that there is a 
40 million or $45 million deal now pending with Great Britain, 
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which includes many of the agricultural commodities that are in 


trouble 
through. 

They tell us that this cargo preference 

The Chatman. You named tobacco and cotton. Is wheat in any 
trouble / 

Mr. Lynn. Yes, sir. 

The Cuatrman. You just named those two. 

Mr. Lynn. I named wheat a while ago. But I can name 10 com- 
modities that are in trouble. 

Mr. Totierson. Just one more question, and I will be through. 

On the giveaway program what do you think about the American 
ships carrying 100 percent of the cargo ¢ 

Mr. Lyxn. On the direct gifts I think the 50-50 provision is sufli- 
cient for the American merchant marine. Gifts are what cargo pref- 
erence was designed for. 

Mr. Totterson. You would not support an effort to get 100 percent 
of the cargoes for the American merchant marine? 

Mr. Lynn. No. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuatrman. Mr. Garmatz? 

Mr. Garmatz. No questions. 

The Cuarmman. Mr. Allen? 

Mr. Auten. Mr. Lynn, I have not ever been able to convince myself 
that these title I transactions are commercial transactions. But just 
in a preliminary way, if they are commercial transactions why don’t 
you make them without the provisions of Public Law 480? 

Mr. Lynn. Mr. Allen, they are sales rather than grants. 

Mr. Auuen. All right, they are sales. But they are not sales for 
equal considerations on each side, are they, or they would be purely 
commerci ial. 

Mr. Lynn. They are not equal to this extent: We could certainly, 
in doing one of these deals with Japan, for example, use dollars rather 
than yen. There is a concession insofar as we are willing to accept 
their local currency for these commodities. 

Mr. Auten. Then it is true, is it not, that the agriculture industry 
would like to get rid of the commodities, but it is not willing to take 
for them what the foreign purchasers would give without some inter- 
cession of Government aid. 

Mr. Lynn. No, sir; I do not know of a single agricultural com- 
modity now being exported out of this country in which C ommodity 
Credit has stocks on hand that is not being subsidized. Wheat: up to 
89 cents a bushel for wheat; $1.95 a hundred for flour. We are selling 
cotton at whatever people will offer. We are selling fats and oils 
that we have invested, 1714 or 18 cents a pound in, “for 12 cents a 
pound. And you can go down the list. We are trying to offer these at 
competitive prices for dollars. 

Mr. Auten. I do not think you answered the question I had | 
mind. 

Mr. Lynn. I am sorry, sir. 

Mr. Auten. What I mean is this: If you take a commodity over 
to Great Britain or Norway, if they had the dollars and you had the 
commodity ne would sell it. That is commercial. 

Mr. Lynn. That is not exactly right. 
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Mr. Auten. But they do not have the dollars, and no one over here 
wants to take pounds in a private transaction, or wants to take yen 
from Japan for what they would be sending over there in a com- 
mercial transaction. 

Mr. Lynn. That is right. 

Mr. AtteNn. Then is it not true, does it not follow that the only 

way that you can sell under title I of Public Law 480 is, first, by a 
reduction in price from what the article cost Commodity Credit to 
the agreed sales price, which, in this case, I think, is $500 million 
for $700 million worth, or a discount of 28 percent, and that 28 percent 
is first made up by a tax on the general public. And then, when you 
eet over to the other side, you take so m: iny dollars worth of pounds, 
theoretically, but you only take that because once more the Govern- 
ment steps in and supports the balance of the purchase price with tax 
funds to give you dollars and then uses the other money as best it can, 
even though if there were no such title I they probably would not 
make the transaction in the first place. 

Is that not a fair statement ? 

Mr. Lynn. As I say, we are not in on these negotiations. The con- 
cession we make is taking local currency. Then when we enter a deal 
under title I of Public Law 480 the Commodity Credit Corporation, 
we understand, sometimes charges these countries, because of the fact 
that they are willing to take ‘their local currency, the ( ‘ommodity 
Credit price for these ‘commodities, which can include the support price 
plus reasonable carrying charges. 

Mr. ALLEN. Actu: illy the figures are that the cost to Commodity 
Credit was $769 million, and the realized price was something over 
$500 million. There is a spread there. 

Mr. Lynn. There has been some spread, but this is due to many 
factors. 

The CHarrmMan. Let me ask this gentleman now: You just said 
the Commodity Credit is offering these commodities at their prices 
plus the carriage and so forth. Just a while ago you said they were 
offering them at world competitive prices. 

Mr. Lynn. Thatis fordollars. lam talking about sales under Pub- 
lic Law 480. We are offering them for dollars for world competitive 
prices. But, as I understand the negotiations, as we begin these 
negotiations under title I we offer these commodities— 

The Carman. That is just what I was going to get to. There 
have been two witnesses who testified here that the price system had 
more to do with this than anything else. Did you hear the witnesses / 

Mr. Lynn. No, sir; I have not heard any witness. 

The Cuatrman. It has been testified to, has it not, Mr. Allen / 

Mr. Auten. I am quite sure it has. 

The Cramman. The price system is more the stumbling block than 
anything else. You have brought it out yourself. I will let counsel 
read this to you. 

Mr. Casey. This is a newspaper clipping that quotes a press inter- 
view with Foreign Aid Chief John B. Hollister. And it says: 

Foreign countries “just don’t seem to want” the surpluses, he said, indicating 


that price apparently is holding up farm purchases since other nations would 
“take it if you gave it away.’ 
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And the substance of the rest of the article is that the movement 
of surpluses under section 402 is slow and that one of the big factors 
is the price at which they are being offered. 

Mr. Lynn. We recognize, and we have said for at least 8 years, 
that the domestic price-support program whereby we store things in 
the Commodity Credit storehouses rather than produce it for sale 
would get us into trouble. 

We recognize full well that price is a real factor. It is particu- 
larly true where you are doing a commercial sale for dollars because 
we are not competitive if we charge the price that the Commodity 
Credit has in it, which in some cases is $2.80.a bushel for wheat. 

The CuarrMan. Go ahead, Mr. Allen. 

Mr. Anten. Mr. Lynn, what I want to get settled in the first place, 
and agreed on if we can, is this: Is it not true that there would be 
no title I transactions except for, first, the assistance of money from 
the United States general tax fund to make up the spread between 
the cost to Commodity Credit and the sale price of Commodity 
Credit and, second, for the United States Treasury to take over the 
foreign currencies not usable in the United States, and furnish dollars 
to the Commodity Credit ? 

Mr. Lynn. I think that is a fair statement. 

Mr. Auten. Then is it not true that we have a single transaction 
from the standpoint of the United States as a whole as to what 
it wants to get in such a program ? 

Mr. Lynn. [ look at it like that. 

Mr. Atien. If you take a look around this room you will see, 
I think, that almost all of us come from city districts. There are 
many more sailors where I live than there are farmers. I voted for 
this program. 

Suppose you eliminate the shipping side of it and just keep the 
farm program. From my standpoint the shipping side is as impor- 
tant to the Nation, as to the part it has in this, as the farm program. 
Should I not then vote against the program as a whole if it is one 
package ? 

Mr. Lynn. If you put it on the basis of the shipping side versus 
the farmers, I would have to disagree with you. 

Mr. Aten. I did not do that. I said I want to help both the 
farmer and the shipper. And take your own words from the com- 
mittee table there, that you want your people over there establishing 
themselves in this trade to regain the market. 

Mr. Lynn. Certainly. 

Mr. AtteN. What is the difference between you and the shipping 
industry in that field? Why shouldn’t we, if we want to promote 
both industries, want our ships on those routes and our shipping people 
over there geting their share of the market, and if we want to sup- 
port both programs why shouldn’t we do it as a single program! 
But if the two would fall together, in my opinion, rather than one 
stand alone, shouldn’t I, as a man interested as much in shipping as 
in farming and in saving a sufficient amount of both, vote against a 
program that neglects one and holds up the other ? 

Mr. Lynn. You certainly might have every justification for doing 
that. But looking at this $34 billion agricultural industry that we 
have in the United States, I would not give equal weight to the 
agricultural industry versus the United States merchant marine, 
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recognizing full well, in the beginning of our statement, that we are 
for the merchant marine, we are for a strong merchant marine. We 
recognize the value of it and we will do whatever we can to keep 
t strong. 

Mr. Auten. Except give it 1 percent of the cargoes that it needs. 

Do you know any ohe person, any person who is supposed to know 
what he is talking about with regard to the tramp fleet, that does not 
say that, with the exception of those bulk-c argo ships owned and 
operated by industries that carry their own commercial cargoes pri- 
marily, every other tramp vessel would be likely to disappear from 
the seas? That is, American-flag tramp vessels, as soon as the cargo- 
preference law no ionger protects a portion of its cargo? 

Mr. Lynn. Sir, what would have been the situation with regard 
to the merchant marine if we had not had Public Law 480? Suppose 
we continue reducing our agricultural exports, which has happened 
very dramatically? Then the United States merchant marine stands 
to lose on that. 

It seems to me our whole thesis here is to try to increase agriculture 
exports through Public Law 480, through the use of these local cur 
rencies that we take for these commodities in promoting more trade, 
hoping that these people will buy more and more of our products. 

Now the United States merchant marine stands to gain by assisting 
is in increasing agricultural exports. If we could get it from $3 
billion to $4 billion let us assume that the United States merchant 
marine would haul 50 percent or, we would hope, 90 percent of that 
cargo. This would be all to their advantage. It seems to me the 
United States merchant marine and agriculture have a very common 
nterest in trying to expand total agricultural exports. They have 

lwindled down now, sir, to about $3 billion. 

We estimate, unless we are able to do some dramatic things to 
expand our exports abroad, it will go to $214 billion. It is to our 
idvantage and to their advantage to expand exports back to $4 billion. 

Mr. AtteN. My recollection is that in 1946 when the war was 
pretty well over we had 1,100 tramp ships, and that number went 
lown to around 100 by the time the Korean war broke out. So this 
< not the healthiest sort of situation, obviously. 

But I think what you are saying to me in a sense is that “480 with 
the cargo preference ; gives the same type of protection to the merchant 
marine that 480 gives to the agricultural surplus.” I don’t see where 
there is much difference. And if, I as an individual would determine 
| will pay, say, $90 to help agriculture, and $5 to help the merchant 
narine, that is a good bargain. But maybe it is not a good bargain, 
*90 for agriculture and nothing for the merchant marine, where I 
‘ome from. 

Mr. Lynn. We are in a very sad state of affairs with regard to our 
whole mere Sink shipping if the merchant marine will rise or fall with 

egard to cargo preference on 50 percent of the sales under title I of 
Public Law 480. We are ina very precarious position. And I would 
hope that we would look into it thor oughly and make sure we are not 
on that thin ice with regard to having a strong or a weak merchant 
marine. 

_Mr. Aten. That is a very nice statement to make. But the man 

ho sat in that chair about two ahead of you was the Maritime Ad- 
n rinistrator. He said that without this cargo preference the tramp 
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fleet would disappear with the exception of those tramps operated 
by industrial carriers. 

Mr. Lynn. As It applies to only title I of Public Law 480. 
Mr. Auten. Title I of Public Law 480. 


Having that authority from the highest source, do you change your 
mind? 


Mr. Lynn. No. 

Mr. Auten. Or do you say he is wrong ? 

Mr. Lynn. No, sir; I would challenge his statement. 

Mr. Dineen. Would the gentleman yield ? 

Mr. Atten. Yes. 

Mr. Dincextt. I have been waiting. I certainly appreciate Mr. 
Allen’s courtesy here. 

Are you aware of the fact, sir—and we have the testimony of Mr. 
Morse to this point—that in 1955 the aid cargoes amounted to 19.4 
percent of the American-flag liner carryings, and are you aware at 
the time you testify right now that aid cargoes, that is your title I, 
480, cargoes amounted to 7814 6 percent of American- flag tramp carry- 
ings? That is 7814 percent ‘of American tramp flag < carryings and 
19.4 percent of the American liner carryings. 

Mr. Morse testified that if those were taken away from the Ameri- 
can merchant marine we could just tie them up to the dock or scrap 
them or just forget about them. 

Are you aware of that fact, sir? Do you want to challenge those 
figures to me? 

Mr. Lyny. Sir, do you say all aid or are you talking about title I 
of Public Law 480? 

Mr. Dincetit. No. I say this: Aid cargoes amounted to 19.4 per- 
cent of American-flag liner carryings, and 7814 percent of American- 
flag tramp carryings. Those are the things about which you are 
compl: uning new. 

Mr. Lynn. We are not asking for the repeal of Public Law 664. 

Mr. Dinceiti. Mr. Morse sat right there in that chair in which you 
are sitting and he told us that if 50-50 were repealed, regardless of 
whether it be as to all aid carryings or regardless of whether it be 
just as to the carryings which you ‘refer to now, just as to title I, it 
would mean that we would have to tie up our merchant marine. Are 
you aware of that? 

Mr. Lynn. No, sir. 

Mr. Dinceii. Do you challenge his figures ¢ 

Mr. Lynn. I was not aware that his statement meant that our ree- 
ommendation would cause the ships to be tied up? 

Mr. Dinceti. That is right. That is what he said. 

Mr. Lynn. We are only recommending the repeal of this as it 
affects title I of Public Law 480. 

Mr. Dincevx. It means that we are going to lose 19.4 percent of 
American-flag liner carryings and 781% percent of American-flag 
tramp carryings. 

Mr. Lynn. I do not have those figures before me. 

Mr. Dinceix. Those are his figures. 

Mr. Lynn. But I believe he was talking about the total operation 
of Public Law 664 and not our recommendation, which has to do 
with only title I of Public Law 480. 

Mr. Casey. Your resolution goes to title I. 
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Mr. Lynn. Our recommendation to the committee is for repeal as 
it applies to title I. : 

Mr. Casey. You just want to take it one bite at a time. That is all. 
You want to get it out of Public Law 480, and then you will con- 
vene to get it out of the other statutes. 

Mr. Lynn. That is possible. 

Mr. Auten. Is it not true that with the exception of agriculture 
— are little or no other aid cargoes ? 

Mr. Ly There are others, aren’t there, under the mutual-security 
program ? , 

Mr. Auten. Lasked you first. 

Mr. Lynn. As I understand Public Law 664, it applies whenever 
the United States has an aid program. And I assume that it applies 
to some of our military exports and so forth that we are furnishing in 
tremendous amount. 

Mr. Auten. I do not know the figures. So I cannot argue. But I 
would hazard a guess that there is little other than this agriculture 
with the exception of certain of our own cargoes which the military 
handle in our own ships which are not aid programs. 

Now I have 1 or 2 other points. 

If you go back to about 1914, if I remember the history of it, I think 
you then find a time when the United States had no tr: amp fleet. I do 
not think either one of us was watching it too closely at th: at time. 
But do you know what happened to the prices on cotton and the prices 
on freight rates at that time ? 

Mr. Lynn. No, sir; lam afraid I don’t. 

Mr. an My recollection is that cotton went from $62.50 a bale 
to $32 or $35, and the freight rate went from $2.50 up to $32. 

W hat I don’t understand is how agriculture can afford to rely en- 
tirely on a foreign merchant marine in the face of that history. 

I think if you will look up your statistics you will find the same thing 
happened to wheat prices and wheat rates. 

Mr. Lynn. We would not in any sense of the word rely on a foreign 
ship. Weare for a strong United States merchant marine. 

Mr. Auten. But you are for a strong United States merchant marine 
for someone else to use, not to use with your own 
direction from the Agriculture people that I can see. 

Mr. Lynn. But, sir, I repeat that if we continue to lose * our crue 
markets for agricultural commodities not only do we stand to lose but 
the merchant marine’stands to lose. 

However, if, in the operation of title I of Public Law 480 by pro- 
motional programs, sales, and by utilizing the currency we get for 
those sales we are able to promote increased exports of these com- 
a then we all stand to gain, not only the American farmers 

but the American economy and the American merchant marine. 

Mr. ALLEN. That has some merit except I do not see how you can sit 
there and base the argument on the loss of the market when Mr. Gar- 
nett sat there a few witnesses before you and said that on a billion-and- 
a-half program which was authorized over a 3-year period he had 
completed, I think, $769 million, slightly over half of it, within the first 
|) months or so. And you notice that he has reported that he needs 
tinaneing for $1,200 million of the program this spring, and we still 

iveon the disposal program quite a bit to go. 
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So, on an estimated $1.5 billion, he has concluded twelve-fifteenths, 
whatever that is—80 percent of it—within half the time. 

How can you, in the face of that statement, reconcile a statement 
that we are losing our markets or that the 50 percent Cargo Preference 
Act has any deterrent effect that is statistically appreciable? 

Mr. Lynn. It is a fact that our exports of agriculture commodities 
are declining. We have not contended here that our exports of agri- 
culture commodities are declining solely because of the 50-50 cargo 
preference provision, 

But we do think if we, by utilizing every facility at our command, 
can increase these exports back to a reasonable figure, that we will all 
gain. 

We are now considering plans to make recommendations to the 
Congress before you go home to increase the authori ity under Public 
Law 480 from the $1,500 million to $2 billion. 

Mr. Totiterson. That is because the program has been going so well. 

Mr. Lynn. The program has been going so well. 

I do not know what we would have done without it in light of our 
decreasing exports. 

Mr. Maruuiarp. Will the gentleman yield for a question 4 

Mr. ALLEN. Yes. 

Mr. Mairuiarp. I am getting very confused. 

You say your agriculture exports are declining, and yet your own 
statement says in 1953 $2.8 billion, in 1954 $3 billion, and an estimated 
$3.1 billion in 1955, 

If that is declining I do not understand the word. 

Mr. Lynn. It is declining from the high that we have set as a goal of 
>4 billion. 

Mr. Martiurarp. It is declining from a goalé Wait a minute. We 
are dealing with facts here, are we not ! 

Mr. Lynn. Let’s deal with facts, sir. In Japan, for example, in 
1950, they bought 8300-——— 

Mr. Martiiarp. Justamoment. I would like to have this explained. 

You made the statement—and I am sure it is in the record in almost 
these words—that “Our agricultural exports are declining.” 

Mr. Lynn. That is right. 

Mr. Mattxiiarp. And yet on page 3 of your own statement you 
have a slight increase from °53 to °54 to 55. Is that a decline? 

Mr. Lynn. That is not a decline. 

Mr. Maituiarp. What you mean is it did decline very sharply at 
the end of the Korean war, and is gradually now pulling up a little 
bit. Is that not correct ¢ 

Mr. Linn. This slight incline is due primarily to the operation of 
Public Law 480. 

Mr. Martiarp. With 50-50. 

Mr. Lynn. With cargo preference. that is right. 

But, sir, our exports are declining. We have ‘the figures, the USDA 
hears right here before us. 

Japan, for example, in 1950-51 bought approximately $400 million 
worth of agriculture commodities from us. 

Mr. Marcrarp. Sir, I do not question that. You are talking about 
i951. They did decline. They are not now declining as far as any 
figures for the last 2 or 3 years are concerned. 

Mr. Lynn. I think when we see—— 
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Mr. _—— irD. Is that true or not? 

Mr. Lynn. I think when we see 

Mr. pais eaie: Can you answer that “Yes” or “No” ¢ 

They are not declining as the figures of the last 2 or 3 years show. 
Is that a correct statement or not? 

Mr. Lynn. I cannot answer your question “Yes” or “No.” I need to 
explain. 

Mr. Martirarp. You have got your figures in your own prepared 
statement. a they correct ? 

Mr. Lynn. We only use the figures up through 1954. 

Mr. alain. You estimate 1955. That is your statement: not 
mine. 

Mr. Lynn. I think when we take the 6-month period beginning 
July 1, 1955, up through December 31, we will find a decline in some 
agricultural exports. 

Mr. Mainu1arp. As against the same 6 months in the previous year ? 

Mr. Lynn. The previous year. Or on an annual rate there is a 
decline in some cases. 

Mr. Matitrarp. Do you know that or are you just guessing ? 

Mr. Lynn. I am estimating. 

Mr. Mamu1arp. The only figures we have got are the ones you gave 
us, and they do not show a decline. 

Mr. Lynn. Well, these figures are right that are in here. 

Mr. Marurzarp. I presume they are right. You provided them. 

Don’t misunderstand me, sir. I think every member of this com- 
mittee would like to see that jump right up to the $4 billion you want. 
But we have got a merchant marine cedilion as well as agriculture 
problem. W hy you, as the agriculture people, are not willing to 
permit us to help ‘both just completely mystifies me. 

Mr. Lynn. We are perfectly willing for you to help both. You 
have given us too much help over the years. That is one reason we 
are in the condition we are in now. 

But we are for the merchant marine. 

Mr. Martr1arp. Except where you can do something for them. You 
are for somebody else doing something for them, but you are not for 
you doing something for them. 

Mr. Lynn. We are citizens and taxpayers in addition to being farm- 
ers, and we try not to take a selfish attitude about these things, and 
[ don’t think we are. But, sir, it certainly would be to the merchant 
marine’s advantage if we can successfully increase our agriculture 
exports. 

Mr. Marurarp. If they are carried on American ships. 

Mr. Lynn. Well, they will get their part of it if we are successful 
in increasing it. 

Mr. Marutrarp. What part of it? 

Mr. Lynn. I assume that 

Mr. Mamrzarp. On what do you base that statement? Your highest 
hopes? Or have you got any facts to show that? 

Mr. Lynn. I assume that with the subsidies the merchant marine are 
now getting they can be competitive in the shipping field just like 

vith the subsidies we are getting in agriculture. We are trying to be 
( compai in the export m: arket. 

Mr. Martirarp. You are expressing an opinion, are you not? Have 
you got any history which would indicate that the American merchant 
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marine would carry any substantial portion of the increase that you 
would get in an expanded operation under Public Law 480 on which 
you are pinning a great deal of your hopes, without the 50-50 clause 
in there ? 

Mr. Lynn. I donot have any figures. The best’ figures—— 

Mr. iectenidines You don’t know, do you? 

Mr. Lynn. No. 

Mr. Matnr1arp. Why don’t you say you don’t know instead of sa ying 
this — help the American merchant marine? 

Mr. Lynn. Sir, you are not saying that to increase trade will not 
help the merchant marine, are you ? 

Mr. Mau1arp. Talking in these generalities when we are dealing in 
a specific problem is not very muc h use. You made the statement to 
Mr. Allen that you thought it was a sad thing if the merchant marine 
was going to rise or fall or stand or fall on the 50-50 provision as 
applied to Public Law 480. Would it not be equally true to say that 
if the $34 billion industry that is the United States agriculture is going 
to rise or fall by the few dealings they may not have made under this 
provision . law because of 50-50 that is a sad state of affairs, too’ 

Mr. Lynn. No; I would not say that. 

Mr. Scene You would not say that ? 

Mr. Lynn. I did not say that. 

Mr. Mariniarp. You did say that it was a pretty sad state when 
the merchant marine set such a great deal of value by this relativel) 
small program ? 

Mr. Lynn. That is right. 

Mr. Mariutarp. And ‘vet you also said that because of the magnitude 
of agriculture you could not give the merchant marine more weight 
as far as the national welfare was concerned ? 

Mr. Lynn. Yes. 

Mr. Martir1arp. If the same amount of trade is so vital to the Amer- 
ican merchant marine, and you think that is a shame, then it is twice 
as much of a shame if it is so vital to agriculture. Is that not logical! 

Mr. Lynn. I guess it is disre garding the fact that Public Law 480 
is an agricultural program. 

Mr. Auten. I have nothing further, Mr. Chairman. 

Mr. Totierson. Justa question on that point. 

I do not know whether Mr. Lynn understands that the tramp fleet 
is not. subsidized, and they are the ones that are carrying 78 percent 
of the title I cargo. 

That is all. 

The Cratmrman. Mr. Robeson ? 

Mr Roserson. I am glad you put this one sentence in here about 
“We support a strong United States merchant marine” or else we 
would have been wondering. 

I would like to ask you, “Do you have any personal knowledge of 
the demand for these products in any of these countries? That. is. 
do you know what demand there is from your personal knowledge! 

Mr. Lynn. We do have. 

Mr. Roseson. I mean you personally. 

Mr. Lynn. Yes, sir. 

Mr. Roprson. Have you been in them ? 

Mr. Lynn. Yes, I have been in these countries, but not in the 
last few years. 
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Mr. Roseson. Whom did you talk to? 

Mr. Lynn. Mr. George Dietz, the Director of our Department of 
International Affairs, just came from serving as agriculture attaché 
in Holland and Norway. And I think he can talk with personal 
knowledge with regard to this. 

Mr. Roseson. Whom did he talk to? 

Mr. Dierz. Sir, I was over there as the attaché, and I know that 
Norway is very much interested in buying in the United States under 
i80 and outside of 480, 

Mr. Ropneson. You say Norway. Norway is just a name of a 
country. You mean the Government in Norway, or do you mean some 
of these people that import / 

Mr. Dierz. As you know, in Scandinavia it is more or less social- 
zed. So any action will have to be very heavily influenced by the 
decisions of the Government. Therefore, it is very difficult to make 
iny statement in Scandinavia as to who actually initiates the sale. 

Mr. Roseson. How about the United Kingdom? The Government 
also influences that, doesn’t it ? 

Mr. Dirrz. I have had no experience, but I would suspect so; yes, sir. 

Mr. Ropseson. Actually all we are talking about is Government 
policy that presently exists. We are not really talking about whether 
there is a need for the products or whelher, if they were left to their 
own devices and judgments without government, they would really 
buy them or would not buy them, are we! 

Mr. Dierz. I can say, sir, in Scandinavia there is a very heavy need 
and interest in American agriculture export, and they would like to 
have it. There is need for it. And if the United States does not sell 
it to them they are going to look some place else. 

Mr. Rosrson. Do you mean they would like to buy the products and 
pay for them? 

Mr. Drerz. Under 480, I believe so. And I believe when enough 
exchange becomes available to them in the future that there will be 
considerable and substantial sales outside of 480 . 

Mr. Rozeson. When do you anticipate they will get this exchange 
without us giving it to them ¢ 

Mr. Dierz. I think one way that they are able to earn it is through 
the operation of their merchant marine. 

Mr. Rosreson. That is what the State Department says; is it not? 

Mr. Drerz. I think it is a fact, sir. 

Mr. Roprson. You talked with them, did you not ? 

Mr. Drerz. I have not spoken with the Department of State ever 
since I resigned from the Embassy. 

Mr. Ronan How about the Agriculture Department / 

Mr. Dierz. I do not believe that this particular thing has been dis- 
cussed with the Foreign Agriculture Service. 

: Mr. Roseson. You are just coming up out of the blue with this idea 
ere ¢ 

Mr. Dierz. I am speaking of this particular thing from experience, 


si r, gained while I was the agricultural attaché for a year and a half in 
orway, 


Mr. Ropeson. What interests me is nearly everything we hear 
from the various people that are so concerned about the 50-50 pro- 
vision all seems to be based upon assumptions. 
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Mr. Dierz. I do not think they are. I think they are exact and 
specific. I think that we have lost markets particularly and very 
heavily in Scandinavia. I do not know the degree in the United 
Kingdom. Iam not able to advise on that. 

Mr. Rogerson. A lot of these farm commodities are sold in the 
United States; are they not ? 

Mr. Drerz. Sir? 

Mr. Roseson. A lot of commodities are sold in the United States: 
are they not? 

Mr. Drerz. Of our commodities? 

Mr. Roseson. Right. 

Mr. Drerz. Absolutely. 

Mr. Roseson. Have you had much success selling them over here to 
people who did not have any money ? 

Mr. Drerz. I don’t think so,sir. I know that there is 

Mr. Roseson. The second question would be do you regard the sales 
you did not make to people because they did not have any money as a 
loss ? 

Mr. Dierz. I think that we are able to make sales in Scandinavia 
under 480. The market is there. I believe that we can make sub- 
stantial sales, 

Mr. Roseson. There is a bigger market at home if more people had 
the money to buy ? 

Mr. Dterz. Sir, in our responsibility with our organization we are 
interested in the domestic market and the export market. We are 
interested in both. 

Mr. Roreson. On the domestic market you have to do your own 
selling and your own collections. 

Mr. Drerz. Absolutely. 

Mr. Roseson. In the foreign market you do not do the selling or the 
collection. Isthat right? 

Mr. Drerz. I think, sir, you will agree that in the United States if 
a man has something to sell he makes it easy for people to buy. And 
that is what we need to do in our export program. We do not want 
to put any obstacles up. 

Mr. Roseson. I do not know about how easy it makes it for him to 
buy. 

Mr. Drerz. It is not easy under 50-50. As a matter of fact, they 
have refused. 

Mr. Rosrson. Here is the difficulty: You come up with your flat 
recommendation and support for repeal of the 50-50 law. I am like 
my distinguished friend, Mr. Mailliard. I do not see any basis you 
really have in support of that except the assumption that some sales 
would have been made if this had not been, or that these countries 
have a position that they want us to eliminate 50-50. 

Have they made any proposals or agreements that they will buy 
something, and have they made a firm agreement, if 50-50 is out ? 

Mr. Drerz. It has been our under standing, as Mr. Lynn read in his 
statement, that we are aware of specific s sales that have been lost. And 

I think that the Department of Agriculture here has so stated. We 
will put our faith in the people of the Department of Agriculture. 
When they say we have 

Mr. Rozeson. Did you hear what they stated ? 
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Mr. Drerz. Yes, sir; I heard what they stated. I was here Monday 
morning to hear the representative of the Department of Agriculture. 

Mr. Roseson. I do not know if they said they had lost a specific 
thing. They said they offered some package deals and were not able 
to sell the package deals for this and for other reasons. 

Mr. Drierz. Sir, a loss is a loss. It is very hard to assess how much 
one loses. But I think it is a loss, And I think that we are ignoring 
a good, substantial, potential market by restriction. 

Mr. Rozeson. I might say that some of us that are older have lost 
a lot of money in the stock market because we did not buy stock cheap 
enough or we did not buy at all. 

Mr. Maru1arp. Would the gentleman yield ? 

Mr. Rozgson. It looks to me like you are proceeding on the idea of 
losses from what you did not sell. 

Yes; I will be glad to yield. 

Mr. Marrr1arp. You made a particular point of the need for fruit 
in Scandinavia. They are substantial importers of fruit products? 

Mr. Dierz. That is correct. 

Mr. Mariirarp. Were you here when we had the discussion with 
Mr. Garnett as to whether they ever recommended to the State Depart- 
ment some kind of arrangement on fruit be made rather than tying 
it in with a series of other commodities ? 

Mr. Drerz. I was not here for that, sir. 

Mr. Mar11arp. This question was asked by both the representative 
of the California dried fruit people and the Agriculture Department, 
and the answer that was given was “No,” this had not been considered. 
Yet it was pointed out by members of the committee that in the case of 
fruit sales from California, where there would be no United States-flag 
vessels available to carry it to Scandinavia, under the provisions of the 
law we would waive 50-50 because it was not practical to carry it on 
American ships. Yet no effort was made to make such arrangement 
which presumably would indicate that, if 50-50 is the reason they are 
not buying, presumably they would buy where 50-50 would not apply. 
Hg has tried that. Do you think it would be a good idea to try 
that ¢ 
_ Mr. Dietz. Sir, I think that is an excellent idea. I think that all 
ideas which result in the export of American agricultural surpluses 
are desirable and we should explore all of them. 

Mr. Mariirarp. The thing which I think disturbed this committee 
was that there was no evidence that a real effort was being made to 
make sales with the cargo preference provision; that it seemed to be 
more popular to hide behind the cargo-preference provision and say, 
“That is why we are not making sales.” 

In this particular instance no effort was made—we established that 
here—to make a sale in the instance where cargo preference would not 
be applicable because of the nonavailability of American-flag vessels. 

The Cuarrman. The committee has directed a letter to the Secre- 
tary of Agriculture. 

Mr. Casgy. That letter asks whether or not that policy does exist: 
and, if it does exist, what is its justification ? 

Mr. Marti1arp. The point that I am making with these people is that 
they are not Government people; they are interested in exporting 
agricultural products, and it seems to me that they might find they 
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would make more sales by looking for ways to make them than by 
coming in here and recommending the change in the law. 

Mr. Lynn. This is just one little part of our progr am, sir. 

The Cuaman. The point we make, Mr. Mailliard, is that the com- 
mittee is also interested in the sales, and we directed this letter to the 
Secretar y.- 

Mr. Lynn. We will follow up on that, sir. I think it is an excellent 
suggestion. 

Mr. Rosrson. That is all. 

Mr. Auten. Mr. Robeson, would you yield? 

Mr. Rosrson. That is all. 

‘The CHarrman. Counsel wanted to ask a question. 

Mr. Casey. Mr. Dietz, in response to a question which Mr. Robeson 
asked you as to when you expected they would build up dollar ex- 
change and be able to buy these agricultural commodities for dollars 
rather than through title I of Public Law 480, I think you said they 
expected to build it up through the use of their ‘merchant marine, par- 
ticularly in these European maritime nations, did you not ¢ 

Mr. Dirrz. That is one way they are able to do it. 

Mr. Casey. Let us explore whether they are able to do that. Under 
title I of Public Law 480, what these maritime nations want to do is 
to carry these commodities in their own ships. In other words, when 
we sell a program to Norway, they want to carry it back in their own 
ships. 

Mr. Drerz. I think they want to reserve the right, if they make a 

sale, make a decision as to how the commodities should be shipped. 

Mr. Casey. If they do carry it in their own ships, the Norwegian 
shipowners get paid in the currency of Norway for that service, do 
they not? They get paid in Norwegian currency ? 

Mr. Diez. Yes. 

Mr. Casey. How does that help to build the dollar exchange? Is 

it not a fact that the only way they build the dollar exchange is to 
carry our cargo and get dollars for it? 

Mr. Dierz. Sir, one thing we hope is that sales after 480 will be 

made on a commercial basis. 

Mr. Casey. You can make sales on a commercial basis now, can you 

not ? 

Mr. Dietz. But there seems to be and there is a lack of exchange. 

Mr. Casey. Well, that is why the sales are not commercial sales, be- 
sause there is a lack of dollar exchange. That is a fact, is it not? 
Mr. Drerz. I think that is why we need Public Law 480. Yes, sir. 
Mr. Casey. That is the real crux of this whole problem, is the fact 
that they are not commercial sales, and the reason they are not com- 
mercial sales is because there is not enough dollar exchange available. 
Mr. Drerz. Are you saying that sales under 480 are not commercial 
sales? 
Mr. Casry. Unequivocally I am saying it. 
Mr. Dierz. Our position is that sales under 480 are not aid sales: 
they are commercial in nature. 
Mr. Casey. Commercial in nature. Why do you have to put the 
“in nature” in that? 
Mr. Drerz. Sir, I am not an authority on the word “commercial.” 
I think it has a broad meaning. I would probably want to look it 
up and see specifically what a dictionary says. 
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Our position is that they are commercial sales which will develop 
into regular trade after the mechanism of 480 is dropped. They are 
not aid sales. 

Mr. Casey. I got off the point on which I started. That is to the 
effect that there 1s no way in which you can build up dollar exchange 
through the merchant marines of the foreign nations unless they carry 
cargoes from a country where they are going to be paid dollars. That 
is a fact, is it not? 

Mr. Lynn. Sir, I think that is a fact and, just adding emphasis to 
the point Mr. Dietz was m: iking, if we can demonstrate to these coun- 
tries that we have good agric ultur: il commodities, fruit, for example, 
better than you can buy any place else, if we can do that under title I 
of Public Law 480 and get the people to liking our prunes or whatever 
it might be, we are hope ful that as Public Law 480 fades out—and we 
consider it as a temporary program—they will continue to buy with 
dollars through commercial trade channels. } 

The CHarrman. The gentlemen said that what they hoped to do 
was to build up their dollars by the use of their merchant marine. 
The consul advises you that they do not get any dollars if they carry 
it in their merchant marine so that they will never build up their dollar 
exchange from the reason which you stated. 

Mr. Allen. 

Mr. Auten. I think this may have been partially covered. I was 
coing to ask Mr. Dietz if, from his experience, he could tell us just 
how these foreign governments, particularly Norway and maybe 
Sweden as well, handle their transactions paeeey with reference 
to the limitations on the use of exchange for ocean transportation. It 
has been said here that before you can viiiin a transaction with one 
of these Scandinavian countries the government will have to authorize 
the transaction, and in that authorization is the restriction of the pay- 
ments for ocean freight to vessels of their own flag. Did you in your 
experience ever run across any of these transactions / 

Mr. Drerz. I have not, sir, but I believe your statement is accurate 
as to the need for obtaining government authorization for the 
transaction. 

Mr. Auten. Thank you. 

The CHatrman. Mr. Sheehan. 

Mr. SHeenan. Mr. Lynn, I would like to read a 

tatements so as to tie it in with my question. On 
the bottom, it says: 

Promotional campaigns—agricultural exhibits will be effective 
these countries. Yet we have not been able to generate any foreign ¢ 
these countries for such purposes. * * * Most of these countries art 
nations and have told us they will not buy our products when we try 
te them how the commodities are to be shipped. 

Further on, two paragraphs down, you sa} 


Yet we must tie strings to our sales. We must turn to our custome! 
We want you to buy our product, but you must ship it the way we tell 3 


In other words. I read from this testimony that you assi 
the average American businessman can go over to these count 
sell our products. | 

Mr. Lynn. No. sir. We are perfectly aware, Congressman, 
there are import licensing and exchange controls. There are 
ontrols that hamper our ability to sell. 
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Mr. Sueenan. Therefore all of the promotional campaigns, if you 
please ; agricultural exhibits, if you please, do not mean a thing because 
we cannot sell the individual; we first have to go to the Gover: nment ? 

Mr. Lynn. Publie Law 480 provides that the local currencies that 
we accept for these commodities can be used for further expanding 
trade. This includes agricultural fairs to demonstrate the quality 
and availability of our product. We had reference there, sir, simply 
to the fact that we had not been able to generate any of that local 
currency in these countries that we mentioned to do that job. 

Mr. Surenan. Then you and our members realize that to try and 
make individual sales, such as we are accustomed to here in America, 
with salesmen as between individuals, does not quite take place in 
these foreign countries ? 

Mr. Lynn. That is right, but consumer demand is important. 

Mr. Surewan. That is the first point I wanted to get. On the second 
point I would like to address my questions to Mr. Dietz, because he 
has had the experience there. 

You made the statement that under 50-50 sales have been lost, and 
you are talking particularly of the Scandinavian nations; is that right 

Mr. Drerz. Yes, sir. 

Mr. Sureman. You also said, in response to some other questions, 
that we can make sales under 480 to Scandinavia ? 

Mr. Derrz. I would hope so. I think we are able to. 

Mr. Sueruan. How about if we did not have 480? Could we make 
sales to Scandinavia ? 

Mr. Direrz. I think that we are making certain sales now. 

Mr. Surenan. Without 480? 

Mr. Drerz. Outside of 480. 

Mr. Sueensan. In agricultural products / 

Mr. Derrz. I am not completely informed about this. Mr. Lynn 

as the figure. 

Mr. Suerwan. How much is it? 

Mr. Lynn. For the Netherlands in 1954, we sold-——— 

Mr. Sueenan. I am talking about the Scandinavian countries, 
Sweden, Norway, or on ark. 

Mr. Lynn. Sweden, 1954, $30 million; Norway, $25.8 million; and 
Denmark, $19.5 million. All of these are 1954 figures. We are selling 
agricultural commodities to these countries, sir. 

Mr. Surenan. Adding these three together, how does that compare 
with the total they have purchased under 480 for those same years / 

Mr. Lynn. They have not made any purchases under 480. They 
use as the reason the « ‘argo prefer rence restriction. 

Mr. Sueenan. Of course, if that is the reason, if the cargo prefer- 
ence is the reason, then really they are attaching strings to their 
purchases, are they not ¢ 

Mr. Lynn. Yes, sir, and as the customer they have every right to 
do this. 

Mr. Surenan. Very definitely. 

Mr. Lynn. Yes, sir. 

Mr. SHeenan. If they want to protect their merchant marine and 
tie strings, it certainly should be fair play that we should tie some 
strings to our purchases. Is that right? 

Mr. Lynn. If we are losing sales that we otherwise could be making, 
as per this cargo preference, certainly we have the right to do just as 
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you say, but we believe that this ought to be repealed so that we could 
make sales in these Scandinavian countries if this is the reason. It 
may be an excuse. 

Mr. Surenan. That is the way the members of our committee feel. 

Mr. Lynn. The truth of the matter is they have not made any 

purchases. 
- Mr. SHeenan. As you can realize from the questions of the various 
members, we feel that it is an excuse for not doing something that they 
do not want to do, and we feel that some of the agricultural organiza- 
tions and other organizations in the country have been used by them 
in a way to foster this excuse or to blow it up; and it should not have 
been that way. 

Mr. Lynn. Certainly we have not been used by these countries. We 
have never had any appearance before us in any way from these for- 
eign governments of which we speak. We are doing this strictly asa 

policy that we think is in the best interests of agriculture and of 
Nani a. 

Mr. SHEEHAN. Mr. Lynn, let us confine our remarks to the Scandi- 
navian countries. It — to me that the only reason they are going to 
buy from us is, No. 1, that we are selling them as cheap or cheaper 
than they can buy Sater se; is that right / 

Mr. Lynn. Together with a good quality product 

Mr. SHEEHAN. “Assuming that the quality is the same. 

Mr. Lynn. Yes. 

Mr. SHEEHAN. So, therefore, when we sell something to any of the 
Scandinavian countries under 480, we apparently must be giving them 
a better deal than they can get elsewhere ? 

Mr. Lynn. I think that is correct, when we do sell. 

Mr. SuHeenan. Therefore, it would seem to me, if I am in business, 
that when I am selling something and I have either a better price or a 
better quality I have something that the other man has to have and the 
only one he can get it from is me, that I can very well tie some strings 
tothat sale and st ill make the sale. 

Mr. Lynn. If you are the only merchant in the field, I am sure you 
could: but the store across the street, whatever your business is, if he 
had an equal quality product and competitive prices and if you tied a 
string to your sale and he did not, he is liable to get the business just 

is Canada is doing, as well as other countries 

Mr. SureHan. However, we agreed a li ttle while ago that the only 
reason they are buying from us is that they are getting a better quality 
or better pr ices or more favorable terms. T hat seems to be the reason 
they are buying. They are getting favorable terms. In other words, 
they are not sending any money out of their country. These are 
counterpart funds where we can only spend that money in their 
country for their own services, and many times it seems as if it is roing 
to be a gift because, if we sell them enough and we cannot use enough 
services or housing, we will never be : able to get that money out ‘of 
the country. Is that right? 

Mr. Lynn. Yes, sir. Take Denmark, for example: In 1951, they 
bought $29 million worth of agricultural commodities from the 1 Tnited 
States. 

Mr. SHeewan. Have you any idea how much we bought from them ? 

Mr. Lynn. I think we do not have a ver y favorable balance of trade 
with Denmark; do we? I don’t think so. 
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Mr. Sueenan. I guess we do. We buy a tremendous amount of 
Danish hams and cheese, and things like that. 

Mr. Lynn. No; they are regulated. The Danish cheese is regulated 
under section 22. There is a quota. 

Mr. Sueenan. There are a great many cheese companies in America, 
and I know that $29 million is not a lot of cheese sales. 

Mr. Tumurtry. Would the gentleman yield ? 

Mr. Sueenan. I yield. 

Mr. Tumvutry. You said that the importation of Danish cheeses is 
regulated ¢ 

Mr. Lynn. By section 22. 

Mr. Tumutry. By section 22 of what ? 

Mr. Lynn. Of the Agricultural Adjustment Act. 

Mr. Tumutty. In other words, there is a statutory prohibition 
against a farmer competing against the American farmer? 

Mr. Lynn. That is right, whenever the Commodity Credit Corpo- 
ration has these stocks the imports will interfere with the Government 
program. 

Mr. Tumutry. So you have your own 50-50, do you not, a statutory 
preference ? 

Mr. Lynn. We have section 22 of the Agricultural Adjustment Act. 

Mr. Tumutry. Excuse me, Mr. Sheehan. You set it up. It is a 
typical Democrat procedure to steal from a Republican. 

Mr. Surenan. At that point I will stop. 

Mr. Lynn. Sir, me are for—— 

Mr. Tumutry. I do not know what you are for yet. 

Mr. Surenan. Do you mean to say that you are not for this stop- 
ping of the imports ? 

Mr. Lynn. No, sir. 

Mr. SuHrenan. Who is for it? Why do we have it on the books? 

Mr. Lynn. We are for the provision of section 22, but, if you will 
remember, under the price-and-wage-control law, we were the real 
opponents of section 104 of that act, which put an import embargo 
on these cheese and other products coming in. We are for utilizing 
section 22 when a government program is bei ing injured, and we believe 
the mac sabe that you have set up, namely, the Tariff Commission 
should be utilized. 

Mr. Tumutry. Will the gentleman yield again? Do you not think 
that if injury is to be the criterion, and Mr. Morse, of the Maritime 
Administration, comes in and testifies that the repeal of this act, the 
cnet of this act, will do what the two German fleets of World 
War I and World War IT could not do, do you not think that that 
establishes injury to the merchant marine? On the same basis on 
which you now have legislation to protect your people, that is an 
injury to be annihilated, is it not? 

Mr. Lynn. It has not been established in our mind yet. 

Mr. Tumuury. Not in your mind, but the people who know the 
facts say that. 

Mr. Dierz. Is it all right if I say something? 

Mr. Tumutry. Yes. 

Mr. Drerz. Actually, section 22, as a restrictive measure, is not harm- 
ing or injuring any other segment of the United States. 

Mr. Tumutry. But if it did 
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Mr. Drerz. We believe that cargo preference is denying us markets 
that should be available. 

Mr. Drneetu. Would the gentleman yield ? 

Mr. Tumutry. Mr. Sheehan yielded to me. 

Mr. Dinceitxi. May L ask one question, Mr. Sheehan ? 

You say that section 22 does not harm any other section of the 
American economy, is that correct / 

Mr. Drerz. I think not. 

Mr. Dinegexti. My part of the country produces automobiles. Sec- 
tion 22 prevents the Danes from se lling cheese in this country under 
certain conditions. W ill you concede that ? Yes? 

Mr. Dinrz. Yes. 

Mr. Dincen. Thank you. 

Mr. Tumuury. He not only asks the questions, but he can supply 
the answers. 

Mr. Dincetxi. But is it not a fact now that when the Danes are 
precluded from selling cheese in this country that they are precluded 
from receiving American dollars in exchange? Is that not a fact 

Mr. Dierz. ‘They are not precluded. 

Mr. Drncett. When the Danes cannot sell cheese in this country 
because of a restriction under section 22, they cannot get dollars for 
that cheese? Isthat nota fact? 

Mr. Dierz. They are selling cheese. 

Mr. Divert. Answer my question. You have been begging the 
questions. We have had more evasion this morning than I have seen 
In se the time I have been in Congress, which by the way, gentle- 
men, is not very long. 


Mr. SureHan. Mr. Dingell, you had better explain that you have 
only been here 1 month. 

Mr. Dirneetxi. Answer this question. You have conceded so far 
that when the Danes cannot sell cheese over here that they do not 
vet dollars. Isthat not a fact ? 

Mr. Dierz. They are selling cheese. 

Mr, Drncetx. If section 22 comes into operation, they do not get 
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dollars ? 
Mr. Drerz. It isin operation. 
Mr. Lynn. Section 22 is not an embargo. It is in operation an 
they are selling cheese. 
Mr. Dicey. It restricts the amount they can export t 
by the amount that they are restricted, they are injured. 
concede that? 
Mr. Lynn. They certainly say they are. 
Mr. Drvcetu. By that amount, other segments of 
are precluded from selling to the Danes. Is 
people back home are precluded from the sale of aut 
not a fact, by the amount that the Danes are preclu 
American doll: irs by the sale of cheese over here ? 
Mr. Drerz. It is not a fact as such because th e impor 
automobiles is controlled by an entirely different set of rul 
lations, import licenses. 
Mr. Dincett. They still do not get the dollars t 
automobiles, American watches. 
Mr. Casry. Or other farm goods. 
Mr. ea Or farm goods, is that not a fact ? 
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Mr. Drerz. The fact is they are selling in the United States. 

Mr. Drincet. But the fact of the matter is that, because of the 
amount of restriction, they are precluded that much from engaging 
in trade with us ? 

Mr. Dierz. That isa fact. 

Mr. Dincexi. To that extent American industry is precluded by 
section 22% 

Mr. Drerz. That is a fact along with the other restrictions on such 
trade. 

Mr. Drneett. I yield back to Mr. Sheehan. 

The Cuarrman. Mr. Sheehan. 

Mr. Sueenan. As I understand it, you were the agricultural at- 
taché at Oslo, Norway, for a year and a half or so? 

Mr. Drerz. That is correct. 

Mr. Sueenan. In that capacity, did any of our American citizens 
seek the help of your office over there to sell agricultural products to 
individuals in Norway ? 

Mr. Drerz. Absolutely. I had at least three in my office every week. 

Mr. SHEEHAN. Were you able to consummate sales for them? 

Mr. Drerz. I was able to expedite. The function of an agricul- 
tural attaché is not to work out any sales as such. He is to assist in 
such sales. 

Mr. SHerHan. Would the Norwegian Government permit the indi- 
viduals in Norway to buy from the individuals in the United States? 

Mr. Drerz. Under certain restrictions, such as import licenses. 

Mr. Sueenan. What are the restrictions that the country of Nor- 
way imposes ? 

Mr. Dietz. One of the restrictions is lack of exchange. 

Mr. SurenAn. In other words, for all intents and purposes, unless 
the Government of Norway O. K.’d the sale and permitted dollars to 
be spent, no sale could be made or consummated ? 

Mr. Drerz. I would say that it has the influence, the main influence. 

Mr. SurenHan. Was Norway able to sell any agricultural products 
to Americans? 

Mr. Drerz. There is an export to the United States. 

Mr. Sueenan. Let us take sardines. 

Mr. Dietz. That is not an agricultural item, sir. 

Mr. SHrenan. You are right, but I would like to put fish and re- 


lated food products in the same category with agricultural products 
if I might. Is that possible? 


Mr. Dirrz. If you wish. 

Mr. SuHeenan. Let us take Norwegian cheese. Let us be specific. 
Let us go to agriculture. 

Mr. Drerz. That is an agricultural product. 

Mr. Sueenan. All right. When the Government of Norway per- 
mits Norwegian cheese to be sent to America, an American citizen pays 
for it in dollars, is that right? 

Mr. Dirrz. Yes, sir. 

Mr. Sueenan. To whom do the dollars go? 

Mr. Drierz. To the Norwegian exporter. 

Mr. SHrenan. What does he do with them ? 


Mr. Drerz. He might spend it in the United States for a certain 
items. 
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Mr. Sueenan. Does he not have to bank it in the Bank of Norway 
in the control of the Norwegian Government and get exchange for it? 

Mr. Drerz. Sir, I don’t know. 

Mr. Sueenan. I do know. He has to do that. In other words, it 
makes no difference, even if we were able to sell, 

The CuatrMan. Just a minute, Mr. Sheehan. 

Do you mean to tell me that you were over there as the Americam 
attaché and you cannot answer a question like that ? 

Mr. Drerz. I do not know the specifics on it, sir. 

The Cuarrman. I am not going to put up with this business of 
dodging answers. You must have known something about that finan- 
cial operation. 

Mr. Drierz. I think your statement is accurate. 

The Cuarrman. That is more like it. 

Mr. SHeenan. In other words, let us take the California fruit situa- 
tion. What I am trying to get at is that, even if under thought here 
we could sell agricultural products, namely dried fruit, to Norway, 
there is still the problem of getting the O. K. of the Norwegian 
Government to spend American dollars for it. 

Mr. Dierz. That is right, sir. 

Mr. Sueenan. Therefore, even if we had merchant marine in Cali- 
fornia to ship the fruit to Norway, which we do not have, we still 
could not use them because we could not get the permit of the Nor- 
wegian Government unless they got the dollars. 

Mr. Drerz. Yes; they should have to approve of such use of dollar 
exchange. 

Mr. SHeenan. Therefore, it seems to me that the whole position 
taken by you gentlemen from Agriculture, when you know what the 
situation is over in the Scandinavian countries where they absolutely 
tie strings and force their own people to haul merchandise on their 
own ships, it is a position where you sort of pass by that as if it is noth- 
ing. Yet when it comes to our merchant marine, you say we should 
not do it. 

That is all, Mr. Chairman. 

The Crarrman. Mrs. Sullivan. 

Mrs. Sutiivan. The only thing which I would like to establish with 
Mr. Lynn and Mr. Dietz is this: Are you wholly against the 50-50 
idea ? 

Mr. Lynn. No, ma’am. 

Mrs. Suuiivan. If you are not against it but you are sort of luke- 
warm in your feeling about it, if you had to do this negotiating would 
you be able, the way you think of it now, to go over and sell it to the 
people with whom you would have to negoti: ate ? 

Mr. Lynn. We believe, ma’am, that if this 50-50 cargo preference 
did not apply to Public Law 480, title I sales, that we would be able to 
make sales. 

Mrs. Sutiivan. Then you are just not in favor of it. You think 
it deters you from making the proper negotiations ? 

Mr. Lynn. That is right. 

Mrs. Suuuivan. In any form of negotiating or selling—because we 
are truly trying to sell our agricultural products—if you are not 
enthusiastic about the thing as it is set up, you cannot sell, because 
any salesman who goes out to sell, whether it be in business or govern- 
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ment or agriculture, has to believe in the things that he is trying to get 
across; does he not? 

Mr. Lynn. That is right. 

Mrs. Sutuivan. If you do not believe in it and are going to accept 
their terms, then you are not a good salesman for the product that 
you are trying to get ac ross ¢ 

Mr, Lynn. That is right, but we are trying to sell farm products. 

Mrs. Sutiivan. That has been my feeling on this thing all the way 
through, that each one of our groups, and our State Department, I 
believe, does the negotiating / 

Mr. Lynn. Agriculture, I think, ma’am. 

Mrs. Suniivan. In each one that we have talked with and that we 
have questioned here, that feeling prevails: “Just take this away and 
we can get rid of it.” 

After all, this is our product. Shipping in our bottoms is giving 
these people these products at a sacrifice, because, as has come out and 
2s we know, we do not get dollars for what they buy. They keep the 
dollars there. Does that happen with the other countries from whom 
they can buy? 

Mr. Lynn. The other suppliers of some of these commodities enter 
into bilateral agreements with these nations and extract from them 
in many cases critical and strategical material. This is going on, 
based on the best knowledge that we have, with some of the [ron 
Curtain countries, particularly in Scandinavia where they are ex- 
tracting materials from them that we would rather not see go behind 
the Iron Curtain. This they do in order to supply their needs for 
some of the same agricultural commodities that we have in tremendous 
surplus. 

Mrs. Sutnivan. Yet I think you said that we do have the best prop- 
osition to offer them as far as the agricultural products? 

Mr. Lynn. No, ma’am. I wouldn’t be a good agriculture man if I 
didn’t think we had the best products in the world. I think we do 

Mrs. Suniivan. The testimony that was brought out, as I under- 
stand it, was that none of the foreign countries could compete with 
what. we have to offer. Yet, with what we have to offer, we are asking 
that part of that cargo be sent over in American bottoms. To my 
way of thinking and from the feelings that I have received from all 
of those who have testified, it is just so much easier if we can do it 
another way and not have to worry about our merchant marine. My 
only thought behind it is that, if they would go in there a little more 
enthusi: astically about the program that we had to offer, I think we 
could make better negotiations. 

Mr. Lynn. I am sure you are right, ma’am. 

The CHatrman. Mr. Ray. 

Mr. Ray. Mr. Chairman, I have a few questions of Mr. Lynn. 

Do I understand that, making the assumption that you want a 
strong merchant marine, m: aking: the next assumption th: at. the tramp 
fleet, which is an important part of that, cannot be maintained for 
national-defense purposes unless it is active and doing business, on 
those assumptions which I think you will accept, you would favor 
increasing or establishing a subsidy for the tramp fleet that would 
give them the revenue to enable them to keep in business and carry 
this same amount of cs argo ? 
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Mr. Lynn. If that was necessary to keep them in business, we would 
support a soley for the tramp fleet. 

Mr. Ray. So that you would not affect the quantity of goods that 
were carried in foreign-flag ships? We would still carry our 50 
percent. \ : 

Mr. Lynn. We would hope that if we can, as I have said before, 
sir, increase these sales by $500 million a year, which I believe it is 
possible for us to do, or maybe a billion dollars a year, certainly that 
would be the best way of keeping our tramp fleet in operation. 

Mr. Ray. That is after the time when the increase counts. At the 
moment this business is vital to the tramp fleet. You would main- 
tain the tramp fleet and you would agree with all of us around the 

table. Therefore, you would rec ommend that we have the subsidy for 
the tramp fleet which it does not now have‘ 

Mr. Lynn. If that is necessary to make them competitive and to 
keep a good strong merchant marine of which the tramp fleet is a 
part, we would support that. 

Mr. Ray. You would be content to have us pay for the shipping of 
half the cargoes? 

Mr. Lynn. Well, there is very little money involved in this, based on 
the figures we have. Some $10 million or $13 million is all it would 
take. If we could regain $65 million or $100 million worth of markets 
in return that is not a prohibitive cost. 

Mr. Ray. I do not know the details of the figures, but you would be 
content with a subsidy for the merchant marine » that would take care of 
the cost of sending this 50 percent in our bottoms ? 

Mr. Lynn. They are getting that now, sir. 

Mr. Ray. The tramp fleet gets no subsidy ? 

Mr. Lynn. To the extent that you require 50 percent of these goods 
under title I to move on such ships, it is a subsidy. 

Mr. Ray. I am assuming that you want a change. 

Mr. Lynn. That is right. 

Mr. Ray. You want to eliminate the particular preference. 

Mr. Lynn. If it takes a cash subsidy, we would be for that. 

Mr. Ray. You would be satisfied with a cash subsidy that would pro- 
duce the same amount insofar as handling 50 percent of the cargo is 
concerned ? 

Mr. Lynn. That is right. 

Mr. Ray. Then, to go into your figures at the bottom of page 1, you 
give the annual appropriations available as operating subsidies. Are 
you familiar with the fact that those figures are not current figures 
except for appropriations, that they represent catching up on obliga- 
tions of the past years which were not paid in those years? 

They are not the amount currently paid for operating subsidies. 

Mr. Lynw. I did not recognize that, sir. I know that the $80 mil- 
lion we talk about here is a construction subsidy. We did not make 
that very clear in our statement. 

Mr. Ray. Coming down to the operating subsidies, it is my under- 
standing that the larger part of each of those figures is made up of 
bills that w ere incurred in past years and are just now coming in for 
payment. It is not for current shipping operation that those figures 
provide. 


Mr. Lynn. But further bills will be coming in later on a similar 
basis. 
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Mr. Ray. But still for some little time ahead we have to catch up on 
the past obligations. 

Mr. Lynn. We are for that. 

Mr. Ray. These figures are not current operating figures. They 
could not relate to the current year’s shipments. 

Mr. Lynn. Yes, sir. 

Mr. Ray. That isall, Mr. Chairman. 

Mr. Byrne. I have no questions. 

The Cuarrman. Mr. Mailliard. 

Mr. Mariurarp. I have no further questions. 

The Cuairman. Mr. Tumulty. 

Mr. Tumutty. On page 2 of your statement at the bottom of the 
page, you conclude a paragraph, saying: 

What American farmers need are expanded markets for our commodities. 

That this fact was not fully recognized is evidenced by the over $7 billion of 
surplus farm products that are now in Government warehouses. This tre- 
mendous surplus hanging over our market makes it even more urgent that both 
domestic and export markets be expanded. 

So that, as you testified here today, your testimony is governed by 
that paragraph to a great extent; is it not? 

Mr. Lynn. Our testimony is based on the situation we have; yes, sir. 

Mr. Tumutry. And, as you say on page 1, the— 

Farm Bureau is a farm-family organization, financed by membership dues 
on a voluntary basis. It is an independent, nongovernmental organization of 
farmers, by farmers, and for farmers. 

Is that right? 

Mr. Lynn. That is right, sir. 

Mr. Tumutty. In other words, you are a group whose main job 
is to cater to the interests of the farmers exclusively ? 

Mr. Lynn. No. 

Mr. Tumutry. “By farmers, and for farmers,” isthat so? <A lobby, 
so to speak, for the farmers? 

Mr. Lynn. Yes, sir. I ama registered lobbyist. 

Mr. Tumutry. So it is fair to say that you represent the interests, 
selfish or otherwise, of the farm group ? 

Mr. Lynn. No. 

Mr. Tumutry. Let me put it this way. You want to get as much 
for the farmer as you can get? 

Mr. Lynn. No, sir. No, sir. 

Mr. Tumutty. Will you describe then just how devoted you are 
to the cause of the farmer? 

Mr. Lynn. I have here the policies of the American Farm Bureau. 

Mr. Tumutry. I do not want to read the book. I want to find out 
from you. You are here representing one economic group that wants 
something. 


Mr. Lynn. We are trying to represent the best long-term interests 
of farmers. 

Mr. Tumutry. That is nice language, but, in the language in which 
you and I would normally talk, you are here fighting for the people 
whom you represent, to get as much as you can for them? 

Mr. Lynn. We are not fighting to get as much as we can for farmers 
without regard to the common good. 


Mr. Tumutry. Are you here to tell us there is something that you 
do not want, too? 
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Mr. Lynn. If we took that attitude, maybe we would be for pay- 
ments in agriculture at the present time. We are not for direct sub- 
sidy pay ments in agriculture. We are trying to look at the best 
longtime interests of the farmers. 

Mr. Tumuury. Because it is more to his advantage? 

Mr. Lynn. That is right. 

Mr. Tumutry. So that what I said is true, that you are here to get 
the best deal for the farmers; not the most right away, but the best 
deal. There is nothing wrong with that. 

Mr. Lynn. The thing that was inaccurate was that you said, “selfish 
interests”. 

Mr. Tumutry. You are not a charitable organization, in other 
words ¢ 

Mr. Lynn. No, sir. 

Mr. Tumutry. As to this $7 billion, your farmers got that money. 


‘They were paid for it and made profit and took the money; did they 
not ¢ 


Mr. Lynn. Yes, sir; some did. 

Mr. Tumutry. And they knew when they were doing it that they 
were creating the surplus; did they not? 

Mr. Lynn. Yes, sir. 

Mr. Tumutry. To a great extent, this is a problem of their making. 
They did not say, “Don’t give us the money.” They took it; did they 
not ¢ 

Mr. Lynn. Sir, we believe that, if the Congress had followed our 
recommendation over the years beginning in 1948, we would not have 
this surplus that we now have. 

Mr. Tumutry. But you have it now, and that is what bothers you. 

Mr. Lynn. Yes, indeed. 

Mr. Tumutry. If, as you say, you must get rid of $4 billion a year, 
as you say on page 3, worth of agric ultural goods, what do we get 
rid of now? What is the amount now, of which we are getting rid? 

Mr. Lynn. We have about $3.1 billion in agriculture exports. 

Mr. Tumutry. $3.1 billion. So, we are less than $1 billion away 
from the minimum figure which you set ? 

Mr. Lynn. That is right about 25 percent below our goal. 

Mr. Tuaunry. And the figure that we are concerned with in this 
Cargo Preference Act is what percentage of the figure which we need 
to make up, of the $1 billion, roughly ? 

Mr. Lynn. Well, the sales that we have made amount to about half 
of it. 

Mr. Tumutry. Of the sales that are affected by the cargo-preference 
law, as it affects title I, of 480, what is the percentage of sales involved 
of the exports needed to be made up to reach your minimum standards? 
!low much money are we talking about, in other words? 

Mr. Lynn. The sales under title I of Public Law 480 have been 
roughly $600 million. On a current annual basis, it would be close 
to a half billion dollars. 

Mr. Tumutty. But the amount that you could not make, as you 
hia because of what you conceive to be the effect of the 50-50 law, 

,on your figures about $40 million, at the very most? 

Mr: Lynn. That is what we estimate to be the sales which have 
actually been rejected. 

Mr. Tumutry. It is probably less than that; is it? 
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Mr. Lynn. Not necessarily. 

Mr. Tumctry. You just think that. You are not sure/ 

Mr. Lynn. Our estimate is based on the best evidence we have. 

Mr. Tumutry. It is based on what somebody in the State Depart- 
ment told you? 

Mr. Lynn. No; the Department of Agriculture and State. 

Mr. Tumuury. They work together, do they not? They have a 
group that is chaired by the Department of Agriculture? 
~ Mr. Lynn. They have not been working as well together as we 
would like to see them. 

Mr. Tumutry. I do not doubt that myself. Things have changed 
over the years, you know. 

So that really, the cargo-preference statute, while every little bit, 
naturally, is helpful, is a very small percentage of the overall pro- 
gram, is it not? 

Mr. Lynn. Surely. 

Mr. Tumutry. So that what you are trying to say is that the Farm 
Bureau would like to see a free market in effect, with the absence of 
Government restrictions, so that those who wanted these surpluses 
could come and get them and take them away in any fashion they 
want? 

Mr. Lynn. Not exactly. We would like to see it freer than it is, 
but I don’t think you can be for free trade. 

Mr. Tumutry. What I am driving at is this: That if the trans- 
action of the title I of 480 were in fact a commercial transaction, then 
the 50-50 law would be a legislative interference with the operation of 
a normal economic occurrence, would it not? 

Mr. Lynn. That is right. 

Mr. Tumutry. That is the essential argument that the maritime 
countries make. Is that not the whole argument, really? They say, 
“We are coming to buy. We pay for it. W hy should you tell us 
how to carry it home?” 

Mr. Lynn. I think that is right. 

Mr. Tumutty. You go to the store and you say, “I want three 
bottles of beer,” and if the man says, “My wife will have to walk 
alongside of you,” you will say “I will go to the man down the block 
and carry it home internally or externally, as I see fit.” 

I bring that out to make the point. The transaction must stand or 
fall, if your argument is right, on whether or not, as has been described 
by these maritime nations, it is a commercial transaction. 

In fact, there is a pamphlet written by Bernt Lund, of the Nor- 
wegian Shipowners’ Association, which the chairman made available. 
He sets forth the position of these Norwegian shipowners. His com- 
plaint is to the effect that “Since we are paying for the goods, the 
ideal way for world commerce to operate is not ‘to put legislative or 
arbitrary restrictions on the ability of anyone to get what he wants.’ 

Mr. Lynn. That is right. 

Mr. Tumutty. Now, “actually, however, is this test met by the 
provisions of 480? 

Mr. Lynn. We consider a title I transaction as a sale; yes, sir. 

Mr. Tumutry. Now, it is agreed between you and me that if it is a 


sale, there is merit to the argument that the Norwegians and Danes 
put forth; is that so? 
Mr. Lynn. That is right. 
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Mr. Tumutry. Forgetting now the question of defense, because that 
has nothing to do with economics. 

Mr. Lynn. We are not pleading their case, you understand. 

Mr. Tumutry. No; your case happens to coincide with theirs; but 
I can see that it does not necessarily mean any collusion between the 
two. 

Actually, it is the 480 law, though, which creates the fiction of a 
commercial transaction, is it not? 

Mr. Lynn. Well 

Mr. Tumu ry. It is not really a commercial transaction, as such ? 

What we do is that we say “We will supply you with dollars that 
you do not have if you will put up your money in your own country, 
the equivalent to w hat we purchase.” 

It is our money which permits them to go and buy the products 
which our own money created, incidentally, to begin with. There- 
fore it is brought over to the foreign country so that this is a legisla- 
tive fiction, to make it appear that it is a commercial transaction. 
Do you agree with that? 

Mr. Lynn. No, sir; I couldn’t agree with that completely. 

Mr. Tumutry. Tell me in your own words what is the essential 
difference between a transaction under 480 and a regular commercial 
transaction ¢ 

Mr. Lynn. The big difference is that, under a regular transaction 
with a given country, that country would have to pay dollars. Many 
countries do not have the dollars available. 

Mr. Tumutry. That is right. 

Mr. Lynn. So we say, “We will accept your local currency.” Now, 
in most countries, as one of the gentlemen pointed out a while ago, 
the shipper is required to take the dollars and convert it into his 
local currency, whatever it is. So, to an importer in any country, this 
is a commercial sale, because he has to use the same kind of facilities, 
and so forth, that he would, if it was a dollar sale. 

Mr. Tumutry. Just to the shipper. 

Mr. Lynn. That is right—to the importer. 

Mr. Tumutry. Tothe man who is the Norwegian-ship owner? That 
is to whom you are referring ? 

Mr. Lynn. No, sir; I am talking about the importer who would buy 
dried fruits, for ex: imple. 

Mr. Tumuury. John Jones of N vorway, we will say—if they have 
that name—or Patrick O’Brien of Norway, we will say, is in the 
importing business. Under title I of 480, what does he do so as to make 
it a legitimate commercial transaction, so far as he is concerned ? 

Mr. Lynn. His Government and our Government would get to- 
gether and negotiate a so-called Public Law 480 agreement, where 
they agree to purchase certain commodities. Then the Norwegian 
Government, using that as an example, would issue import licenses to 
Mr. Jones, who is the dried-fruit importer, into that country. Then it 
would be handled just like a commercial sale. He might enter into an 
agreement with the California dried-fruit people and do the whole 
negotiation. 

Mr. Tumutry. Where does this man in Norway get the money, the 
American dollars ? 

Mr. Lynn. He doesn’t get American dollars. 
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Mr. Tumuctry. He pays to his Government, does he not? 

Mr. Lynn. That is right. 

Mr. Harris. The payment is not to the Government. It is to a 
United States account. 

Mr. Tumvtry. I want to get their position as accurately as I can 
in my mind, because it would seem unreasonable for people to persist 
in a foolish position, if they know it to be foolish. 

Mr. Harris. The United States Treasury bank account in Norway 
is paid this money. 

Mr. Tumutty. We do not give him money. 

Mr. Harris. He never sees the dollars. 

Mr. Tumutry. I do not mind whether he sees them or not. Now, 
he pays into this account. That is his actual money, his Kroner. He 
does not borrow it from us or get it by credit, or indirectly in any way. 

Mr. Harris. Right. 

Mr. Tumutry. As he pays it into this United States account, that 
starts something. 

Mr. Harris. He buys from a United States exporter, of course. The 
United States exporter is paid dollars by the CCC. 

Mr. Tumutry. So there is certain merit to the position of the im- 
porter, is there not? As far as he is concerned, he is not aware that 
our Government has put these dollars up for him. 

Mr. Harris. The complete transaction is in normal commercial 
channels, as far as he is concerned. 

Mr. Tumvutry. Is there any way in which he can get knowledge that 
there is something different about the transaction than would normally 
happen, if this law did not exist? 

Supposing 480 did not exist. What would he do? 

Mr. Harris. He would have to go to the bank and get dollar ex- 
change and, if the country did not have dollar exchange, he could 
not get it. 

Mr. Tuxutry. He must have his own money. If not, he cannot 
go to the bank. 

Mr. Harris. Instead of paying his Norwegian currency into the 
bank account, we would take it and convert it into dollars, and the 
sale would go on. 

Mr. Tumvutry. What I am trying to get clear, to be fair to you, is 
that he does not just go and get the right to purchase our goods, 
unless he has his own money to begin with. 

Mr. Harris. That is right. 

Mr. Tumutry. So really, what we are doing in 480 is, in America, 
simply putting up the American equivalent in money so that he can 
get. the exchange, nothing more nor less than that. 

Mr. Harris. Yes. 

Mr. Tumutury. However, that is different than the normal commer- 
cial transaction. 

Mr. Harris. There is a difference. 

Mr. Tumuury. There is a difference then. Where would you say 
that the difference is known? Is it known to the Government of 
Norway and the Government of the United States? 

Mr. Harris. I imagine anybody in the transaction would know 
that there was a difference in this sale. 

Mr. Tumvutry. Even the Norwegian importer knows that this is 
not the normal commercial transaction that he would be engaged in, 
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but some transaction which is made to appear normal by the operation 
of a statute passed by the American Congress. 

Mr. Harris. Yes, sir, and not just appear. He also knows that 
everything he does is exactly normal. 

Mr. Tumutry. Everything he does, yes. Well, then, as I see it from 
vour statement, you, prompted by your statement on page 2, are con- 
cerned then with expanding and selling this surplus, so far as you can, 
wherever you can do it. 

Mr. Lynn. That is right. 

Mr. Tumuury. Actually, however, you come into a conflict with 
the statement of Mr. Morse that the preference statutes are needed to 
keep our merchant marine on the seas. You naturally feel that they 
are part of our defense ? 

Mr. Lynn. Yes, sir. 

Mr. Tumutry. You have not gone into that subject of defense, 
have you? 

Mr. Lynn. We called them “the fourth arm of defense.” 

Mr. Tumutry. I know you called them that. ‘That is for you to say. 

Mr. Lynn. They are really a part of our defense mechanism; there 
is no question. 

Mr. Tumutty. All right. Then, faced with that conflict and as- 
suming now that something should be done for them, what can be 
done in the light of Mr. Morse’s statement that, if the legislation is 
enacted as you desire, the net effect of it will be to create grave harm 
to the merchant marine? How do you propose to get around that 
difficulty ¢ 

Mr. Lynn. Sir, Members of Congress in their wisdom, will have to 
weigh our argument and the other arguments against that of Mr. 
Morse’s, and decide which will do the greatest good for America, and, 
based on the facts, which are determined, we w ill be very happy with a 
decision, based on the good of America, because, as America prospers, 
we hope that we will be a part of it. 

Mr. Tumutry. Your position is this, then: that if, in fact, it does 
injure the defense of our country, even though it might hurt the cause 
that you are espousing, you would want us to vote in favor of the 
defense of America. 

Mr. Lynn. We would be for America’s defense. 

Mr. Casey. Would you learn to live with it? 

Mr. Lynn. Sir? 

Mr. Casey. If the Congress should decide that it would be better to 
retain the 50-50 in the interests of national defense, will you learn 
to live with it? | 5 

Mr. Lynn. If you mean like rigid 90 percent price supports, we 
have never learned to live with that. 

Mr. Casey. You said you would accept the decision. You have to 
accept it. 

Mr. Lynn. Surely we would. I understood you to mean would we 
be happly about it. 

Mr. Casgy. What I meant was: Would you continue fighting it. 

Mr. Lynn. We will until our delegates tell us not to. 

Mr. Tumutry. Until who tells you to lay off ? 

Mr. Lynn. Until our voting delegate body, which is the controlling 
body of our organization, tells us not to. 

Mr. Tumutry. You are here because they sent you ? 
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Mr. Lynn. Tama hired hand. 
Mr. Tumuury. You are like we are. 
Mr. Lynn. No. 

Mr. Tumutry. You are elected ? 

Mr. Lynn. No, sir, 1 was just hired. I can be fired tonight. 

Mr. Tumutry. I have a little more time to go. Where do these 
farmers get this idea? Where do they get the information in the first. 
place ? ‘Has that not been planted there, and I do not mean through 
you ¢ 

Mr. Lynn. Farmers are pretty well-informed people. 

Mr. Tumutry. I know that, but they get their es from 
some place. Somebody gave them this information. I do not think 
that any American farmer would want the country to have its mer- 
chant marine disappear, would they, just because they made a few 
extra sales ¢ 

Mr. Lynn. No. 

Mr. Tumutry. It is because the American farmer thinks that is not 
so. He thinks, as I gather, that this merchant marine program is not 
as important as has been stated by Mr. Morse. 

Mr. Lynn. I think it is accurate to say that the farmers feel—and 
we feel—that the merchant marine will not rise and fall with regard 
to cargo preference on sales under title I of Public Law 480. 

Mr. Tumutry. That feeling has been contradicted by the state- 
ment of Mr. Morse, which you may not have had before. 

Mr. Lynn. I do not know that it has. 

Mr. Tumutry. Faced with that, after all, you are agriculture and 
he is merchant marine. He comes in and says—as he did in answer 
to a question—that especially as far as the tramp fleet is concerned, 
it would mean its disappearance from the high seas. 

Mr. Lynn. The merchant marine representatives, some six of the 
gentlemen, appeared before the Farm Bureau which develops these 
policies. I thought that these men put up an excellent case considering 
their particular position. However, they failed to convince a single 
person in the organization. 

Mr. Tumuury. I am not saying that they are unselfish, but you 
apparently were not impressed by it. You have a job to do—I un- 
derstand that—but you are in a position where most of your members 
are not. You are here at these hearings, and you hear these ques- 
tions and Mr. Dietz has heard them. You can see that the problem 
is not as easy as some people believe. 

Mr. Lynn. We know it is difficult. We know that this is a big 
decision. 

Mr. Tumuvry. Would it be fair to say that you want the 50-50 
repealed providing the merchant marine cannot be vitally hurt? 

Mr. Lynn. Provided it is not vitally hurt and provided we cannot 
find another way to keep the merchant marine strong. 

Mr. Tumutty. In other words, your position is not that the Cargo 
Preference Act must go, regardless? 

Mr. Lynn. No; we dwelled on that for 2 pages, before we went 
to our specific statement. 

Mr. Tumutry. Yes; I read your statement. 

The Cuarrman. Mr. Tumulty, will you let me ask a question here? 
Mr. Tumutry. Certainly, Mr. Chairman. 
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The CHatmman. If the experts in merchant marine and the 
national defense have been here and told us what may happen, and 
given us the figures, if we are to believe them that what they say is 
correct, and if our ships are driven from the seas, I want to ask you 
what would happen to the farm products in . Seiaiciaae commerce, if 
this came to pass ? 

The foreign flag ships can accept or reject American commerce, 
American farm products, as they please, and they can jack the rates 
up to any point without the U nited States being able to do anything 
about it. Then what would happen to agricultural exports and 
other American commerce? Will you give me the answer to that? 

Mr. Lynn. I think with a set of circumstances that you set forth, 
it would be, of course, disastrous to America. 

‘The CHamman. Where would you find yourselves, then, with re- 
spect to the entire export commerce of America ? 

Mr. Lynn. We are not advocating that, Congressman Bonner. 

The Cuatrrman. My dear friend, you must realize that these fig- 
ures speak for themselves—78 percent of the tramp cargo is in sur- 
pe commodities at the present time. Then 19 percent of the berth 

iners are carrying these commodities at this time. That 19 percent 
can well represent all the profit to keep them in Sha my This is 
the present-day operation. If that is taken away and they have to 
retire, then where would you find yourselves but at the mercy of 
foreign flag ships? 

This is a competitive market. We have to have flag ships to keep 
the service to America flowing for the best interests of American im- 
port and export. 

Mr. Lynn. We are for that and we do not feel that American 
shipping would lose all of these cargoes, if cargo preference were 
removed from Public Law 480 sales. 

The CratrMAn. Otherwise it would be shifted and we would be 
bypassed. In the light of those facts, you come in with something 
that is difficult. 

Let me ask you this: In what month of 1956 was this resolution 
adopted ? 

Mia. Lynn. December 15, 1955. 

The CuarrmMan. In December. You say— 
below is a brief portion of our 1956 resolution * * * 


Mr. Lynn. That is right. Our resolutions are determined, based 
on thousands of meetings throughout the United States: 

The CuatrmMan, This resolution was in 1956? 

Mr. Lynn. That is right. Our policies for 1956 were finally deter- 
mined a ‘voted upon by our voting delegates at our convention in 
December 1955. 

The Cuatrman. Did you ever hear or did you ever read the quote 
of the Secretary of Agriculture that he did not believe in this 50-50 
program and he was going to do all he could to have it annulled? 

Mr. Lynn. I don’t remember reading that, si 

The Cuatrman. You are so vitally interested in this problem, and 
vour associates are so vitally interested in this problem. He is pur- 
ported to have said that. 

The pamphlet that Mr. Tumulty has read here contains it. Read it 
from that pamphlet. 
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It is difficult for me to believe you. Listen to me. It is difficult for 


me to believe you. I say that charitably, and I always want to give 
witnesses every opportunity to answer questions as they feel; but it is 
difficult for me to believe you when you say you never heard this when 
it has been in the press, it has been in speeches, it has been spoken of 
here before this committee. 

Now, I ask you, if he did make such a statement, would it not tend, 
and would it not be a strong lever to increase the resistance in the 
three foreign nations, and we only have three under discussion / 
Would it not have a strong tendency to further resist and to advocate 
the repeal of this act ? 

Mr. Lynn. It might have that effect, sir. 

The CuHatrman. You say “it might have”? 

Mr. Lynn. Yes, sir. 

The Cuarrman. Did it have any influence on your resolution in 
1956 ¢ 

Mr. Lynn. No sir; not to my knowledge. 

The CuarrmMan. Do you mean to tell me that nobody on this resolu- 
tions committee had any knowledge of that statement in December 
1955 % 

Mr. Lynn. Sir, I had knowledge of the statement, but your ques- 
tion was: “Had you read it?” and I have not read the statement. 

The Cuatrman. I asked you did you have knowledge of it or had 
you read it or had you heard it? 

Mr. Lynn. I did have knowledge and I think a lot of people did. 

The CHatrmMan. Your resolutions committee had knowledge of it 
in December 1955, did they ¢ 

Mr. Lynn. They may have, I do not know. 

The Cuarrman. Were you there when the resolution was drawn up? 

Mr. Lynn. Yes, sir. 

The Gua x. You have knowledge of it? 

Mr. Lynn. Surely I did, but Farm Bureau had taken this same 
position in its 1955 policies. 

The Cuarrman. I am asking you about this 1956 resolution. What 
bearing _ did it have on this 1956 resolution ? 

Mr. Lynn. I can’t say what bearing it had, sir. 

The Cuamman. A high Government official was advoc: iting the 
same thing that you are advocating, irrespective of the national 
tragedy it would bring to the American merchant marine, and it had 
no influence ? 

Mr. Lynn. I can’t say what influence. Certainly any Cabinet 
oflicer making any statement is bound to have influence. 

The Cuatrman. Certainly it is. 

Mr. Lynn. By virtue of their position and ability and so forth. 

The CHatrman. And you agree that, if the American merchant 
marine were driven from the seas, it would have a disastrous effect 
on your exports, do you? 

Mr. Lynn. That is right, but we are not advocating any disastrous 
condition. 

The Cuarrman. Why, just what you are advocating would do this? 

Mr. Lynn. We have not been convinced of that, sir. 

The Crarrman. You do not have to make a speech when you listen 
to these figures. You have intelligence enough to know that these 
ships cannot operate if this much cargo is taken from them? 
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Mr. Lynn. I am looking forward to reading Mr. Morse’s statement. 
I would like to see the arguments that he puts forth. 

The Cuarrman. These are not arguments. ‘These are actual figures 
from the Department of Commerce. 

Mr. Tumulty, go ahead. 

Mr. Tumutry. The statement to which the chairman referred is set 
forth in the pamphlet, entitled “Cargo Preference Systems and In- 
ternational Shipping and Trade,” by Bernt Lund, managing director, 
Norwegian Shipowners’ Association. The speech was made before 
the Anglo-Norse Society, London, October 24, 1955. 

Mr. Lund says on page 27: 

In a press interview, the 6th of September 1955 the United States Secretary 
of Agriculture, Mr. Benson, expressed the opinion that “one as quickly as possible 
ought to get away from the rule that 50 percent of the cargoes which are shipped 
from American ports shall be shipped in American vessels.” 
that is the end of the quotation. 

Mr. Lynn. Sir, you remember that the Congress set up a bipartisan 
commission known as the Randall Commission, which studied our 
full foreign economic policy, and, if you recall, they made a specific 
recommendation that the cargo preference provision should be taken 
out. 

The Cuarrman. Have you ever noticed the Merchant Marine Act 
of 1936? 

Mr. Lynn. Yes, sir. 

The Cuatmman. Have you noticed what it directs this committee 
to do? 

Mr. Lynn. I have not seen that specifically, sir. I have glanced 
through the Merchant Marine Act—we have it right here. 

The Cuarrman. It directs us to keep a strong American Merchant 
marine. 

Mr. Lynn. And we support you on that. 

The Cuarrman. You are not supporting it here today. These fig- 
ures, certainly, are quite different, and your testimony is quite 
different. 

I am strongly for your agricultural programs, strongly for it. 

Another thing, since we get into this, is that you say you represent 
all these farmers. Let me tell you what happened in the tobacco pro- 
eram.in a referendum in North Carolina. 

Ninety-six percent of all farmers recently polled were adverse to 
an additional tobacco cut this year. Yet your Farm Bureau and your 
State committee, and every other officer you have came up here and 
testified that you represented all these farmers, and they were in favor 
of it. 

I am strong for your Farm Bureau. I am strong for your agri- 
cultural program, but you did not represent all the people in all the 
things that you said you represented them. 

Mr. Lynn. Sir, may I comment with regard to this 96 percent 
vote? 

The Cuarrman. Yes, sir. 

Mr. Lynn. Was that in regard to the referendum as to whether 
or not the tobacco farmers wanted to continue the 90 percent price 
support or have no price supports? 

The Cuarrman. No; it was no such thing. It was with respect to 
whether there should be an additional 8 percent cut in the tobacco 
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acreage — year, and 96 percent of the farmers polled by the leading 
paper in the largest county producing tobacco voted not to do what 
your committee advocated and you said you represented all these 
rarmers. 

We will pass over that. I do not want to argue with you on it. 
Mr. Lynn. I would like to set the record straight with regard to 
that 

The Cuatrrman. I am led to believe that you misrepresent the Amer- 
ican farmer and that he is not informed about what will be his plight 
if what you advocate comes to pass. 

Mr. Tumulty ¢ 

Mr. Tumutry. I was wondering—— 

Mr. Lynn. Sir, the North Carolina Farm Bureau, which represents 
3,000 farmers in North Carolina has a specific resolution on this very 
matter we are discussing here. 

The Cnamman. I spoke to many groups last fall when you were 
putting this in the papers down there under the heading of the Farm 
Bureau, and man after man came up to me and said, “Herbert, we 
just didn’t understand what this whole thing was about.” 

In the various societies and groups before which I appeared, I went 
into detail on this matter. 

You are advocating something that is going to cost the American 
manufacturer and your own agriculture, in days to come, disaster, 
if it happens. Iam thoroughly convinced of that. 

Mr. ‘Tumutry. You say you knew about a statement of Mr. Benson, 
which I read to you! 

Mr. Lynn. I know of the statement ; yes, sir. 

Mr. Tumutry. You knew of it. Did you ever talk to him about it? 

Mr. Lynn. No, sir. 

Mr. Tumuury. Did he ever address your convention on the subject 
of cargo preference / 

Mr. Lynn. No, sir. He addressed our convention in New York 
in 1954, but this was not a subject. 

Mr. Tumcutry. Did any member of the Department of Agriculture, 
adverse to the Cargo Preference Act, at your convention ? 

Mr. Lynn. Not to my knowledge. Earl Butz, the Assistant Sec- 
retary of Agriculture, spoke before a commodity group at our con- 
vention, but I don’t think there was any reference made to this. 

Mr. Tumutry. You had no discussion whatever with the Secretary 
of Agriculture before that resolution was passed, with respect to cars 
preference / 

Mr. Lynn. None whatsoever. 

Mr. Tumutry. They never spoke to you or you to them ? 

Mr. Lynn. No, sir. 

Mr. Mam1arp. Will the gentleman yield ¢ 

Mr. Tumutry. Yes. 

Mr. Marmziarp. You mentioned your agreement with a provision 
of the Randall report. Would it be proper to infer that the Farm 
Bureau Federation is in general agreement with all the recommenda- 
tions of the Randall Commission / 

Mr. Lynn. No, sir; not at all. 

Mr. Maritarp. You just happened to agree with them on this 
particular one? 
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Mr. Lynn. We are in substantial agreement with the Randall Com- 
mission recommendations. I think they are very sound. 

Mr. Maiuiarp. Including their recommendations on tariffs, and 
such matters as that? 

Mr. Lynn. We would disagree on some specific items, but, generally 
speaking, the Randall report is a very good report, and we would 
be wise to follow more of their recommendations. 

Mr. Mamutarp. Did the American Farm Bureau Federation ever 
take any specific position in support of the tariff recommendations 
of the Randall Commission ? 

Mr. Lynn. Yes, sir; we have been one of the strongest advocates 
of the Reciprocal Trade Agreements Act, and the tearing down of 
international trade barriers. 

Mr. Marrurarp. I am not talking generally, but here is one very 
specific thing in the Randall report that you cite as a good authority ; 
but, unless my memory fails me, you took exception to a number of 
things. 

Mr. Lynn. We may have, but the report in general is a very good 
report. 

Mr. Mariir1arp. But you would not want to take it as the last word 
on all subjects? 

Mr. Lynn. No, sir. 

Mr. Maixutarp. That is not necessarily the proof that this recom- 
mendation was a wise one? 

Mr. Lynn. I simply point it out because this was a Commission 
set up by the Congress on a bipartisan basis, to study this. It is, we 
feel, pertinent to consider what this group of Americans thought on 
this subject. 

Mr. Mamu1Arp. Thank you. 

Mr. Tumutry. On page 11 of this pamphlet to which I referred 
earlier, there is a statement, and I will read it to you, and I want you 
toclear it up. Maybe youcan: 


To the Western European countries, the most disturbing development is that 
the United States may be said to have taken the lead in reviving cargo pref- 
erences. The general idea of cargo preferences for the United States flag was 
launched soon after the end of the Second World War, and then in the form 
of 50 percent to United States ships. 

But it must be noted that the United States already invoked the cargo-prefer- 
ence principle with the still valid Public Resolution No. 17 (73d Cong.) of 1934. 
It prescribes that in any loans made by any instrumentality of the United States 
Government to foster the exporting of agricultural or other products, provision 
shall be made that such products shall be carried under the United States flag. 
are you familiar with that? 

Mr. Lynn. I am not familiar with that particular statement. 

Mr. Tumutry. Are you familiar with that Resolution No. 17, 73d 
Congress ? 

Mr. Lynn. No; I am not familiar with that. 

Mr. Tumutry. (Reading) : 

This resolution had only unimportant practical results before the war, and 
was scarcely noted. But, with the vastly extended financial activities of the 
United States Government instrumentalities after the war, it became very 
important. The resolution has mostly been practiced in the way that 50 percent 
of the exports must be shipped in United States flag ships, and the other 50 
percent under the flag of the importing nation. As will be seen, 
preference regulation must be observed in commercial transactions 
exported products are paid for in full by the foreign buyers. 
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does that situation exist, as he described it? 

Mr. Lynn. I am not subscribing to a statement. I wouldn’t know. 

Mr. Tumvutry. Is it true that 50 percent of this cargo preference 
regulation must be observed in commercial transactions ? 

Mr. Lynn. Where no Government assistance is involved, it is not 
a requirement. 

Mr. Tumutry. So that that statement, as he gives it there, if no 
Government aid is involved, is not true, is it / 

Mr. Lynn. Where there is no Government aid, as I understand 
it, that would not be true. 

Mr. Casey. Mr. Tumulty, I might say that Mr. Lund will be the 
witness tomorrow morning. 

Mr. Tumuury. Unfortunately, I will not be here tomorrow 
morning. 

You people never protested against Public Resolution 17, 73d Con- 
gress, 1934, which he says is still valid ? 

Mr. Lynn. Not to my knowledge, we didn’t. 

The Cuarrman. Mr. Dingell. 

Mr. Dinceti. Now, were you here or not here when Mr. Garnett 
testified recently ? 

Mr. Lynn. I was not here. 

Mr. Dincett. Would you subscribe to his opinion generally, as 
a fair statement of the facts? 

Mr. Lynn. We have always found Mr. Garnett to be very accurate, 
and he does his best to represent the true situation. 

Mr. Dineen. Now, along those lines, Mr. Garnett said that, first 
of all, the only countries which are bucking this 50-50 law were 
the 3 maritime countries, Great Britain, Denmark, and Norway. Will 
you subscribe to the fact that that is a fair statement, and that the 
limitation of those three counries is, after all, fair? 

Mr. Lynn. I expect, I am sure 

Mr. Dinceiu. Just give me a “Yes” or “No” answer. We have 
had shuffling and jumping from one foot to the other and scratching 
our rear, and have not been able to get a “Yes” or “No” answer from 
you this morning yet. 

Mr. Lynn. Sir, these questions cannot be answered yes orno. They 
are not that easy. 

If Mr. Garnett said that in the record, I expect it is accurate because 
he is ina position to know. We do not know that he said that. 

Mr. Drnceiu. I want you to know that I do not happen to represent 

farm district. I represent an urban district, but I understand the 
importance to the farmer of being able to sell his products so that 
he can buy what we manufacture. For that reason, I happen to be in 
sympathy with your statement of having a desire for a strong, work- 
able farm program. 

Will you also concede to us now that a large portion of this 50-50 
cargo goes as liner cargo? Will you concede that? That was Mr 
Garnett’s statement on Monday. Will you concede that? 

Mr. Lynn. I don’t know that. 

Mr. Drxceix. Will you concede then for this committee that liner 
‘argo actually is not objectionable to these countries over seas, Norway, 
the United Kingdom, and Denmark, because, after all, it is carried at 
precisely the same rates on American liners, and other liners, because 
those rates are fixed by conference ? 
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Mr. Lynn. I don’t know this to be a fact. 

Mr. Dince.u. That is Mr. Garnett’s testimony, anyway. 

With regard to this proposal of yours that we should have a pro- 
cram whereby 50 percent of the cost is paid by our Federal Govern- 
ment to carry these goods overseas, will you first of all concede that 
there is no need for such program because, after all, the nonmaritime 
countries do not object, at least insofar as our dealings with the non- 
maritime countries. Will you agree to that part? 

Mr. Lynn. I don’t know this to be a fact, sir. 

Mr. Dincetx. Mr. Garnett testified that the nonmaritime countries 
did not object to the 50-50 proposal. He said that only those three 
maritime countries that we have discussed objected. 

Mr. Lynn. I don’t know this to be a fact, sir. 

Mr. Dinoei. Will you then admit to me and to this committee that, 
ifter all, as far as the other countries, other than these three countries 
that we have referred to, there is no real need to discuss elimination 
of this 50-50 preference? Will you agree to that? 

Mr, Lynn. Certainly, maritime nations are the most affected, and 
ve have heard more about the loss of sales in the three countries you 
nention than any others. 

-Mr. Dineetn. Mr. Garnett’s testimony was right in that regard, 
that there is no real need to concern ourselves w ith these nonmaritime 
countries; is that correct ? 

Mr. Lynn. I don’t know that for a fact. 

Mr. Dinceti. Now, are you familiar with the shipping restrictions 
that foreign countries put on commercial transactions to see to it that 
«oods whic ‘+h are brought into their country and sent out of their coun- 
try go in their own bottoms? Are you familiar with that ? 

‘Mr. Lynn. I am not familiar with the details, but I know some 
reign nations have a number of trade restrictions, which are im- 
peding our ability to trade. 

Mr. Drncett. Which for all intents and purposes deprive our ships 
of carriage, even if we paid 50 percent of the cost of shipping these 
cargoes? Is that so? 

Mr. Lynn. That might be true. I don’t know that for a fact. 

Mr. Drnceiu. That was Mr. Garnett’s appraisal of the facts. So, 
actually, in these countries which we are discussing, these 3 maritime 
countries, there would be no need to go into a problem where we 
would pay 50 percent of the cost of shipping because they have these 
restrictions which would, for all intents and purposes, limit it to 
their own bottoms, regardless of whether we paid 50 percent of the 
cost or not. Is that a fact? 

Mr. Lywn. I don’t know that to be a fact. 

Mr. Dincetu. Let us go into this. 

We have been discussing this morning, under title I, the sales of 
surplus commodities ; is that not a fact? 

Mr. Lynn. Yes; that is what we have been disc ussing. 

Mr. Drncetx. In no way have commodities other than surplus com- 
iodities been affected by this 50-50 proposal; is that not so ? 

Mr. Lynn. That is right. 

Mr. Drxcetz. So that regular sales by our farmers for dollars on 
ihe competitive world market are not in any way affected at all by 
this 50-50 proposal ? 


‘ 
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Now, wait—yes or no. Give me a yes or no answer; 50-50 applies 
only to disposal of surplus commodities, right ? 

Mr. Lynn. That is right. 

Mr. Dinceiit. Now, commodities other than surplus commodities 
move freely without restriction of 50-50; is that not right ? 

Mr. Lynn. That is right. 

Mr. Dineeixt. And for that reason we do not need to concern our- 
selves with the regular sales that the farmer makes ? 

Mr. Lynn. Thatisnot right. That is not correct. 

Mr. Drnceiti. Will you tell me why that is wrong ? 

Mr. Lynn. The volume of commodities held by the Commodity 
Credit Corporation, and the variety and kind of those commodities, 
has a tremendous effect on all segments of agriculture whether this 
particular commercial sale is being made outside of Commodity Credit 
or not. When you have a tremendous stock of ¢ ‘ommodity Credit 
stocks, it does affect the ability to make commercial sales. 

Mr. Dincetu. If it were not for 480, we would not be able to make 
sales overseas of these surplus commodity items; is that not so ? 

Mr. Lynn. No: that is not so. 

Mr. Tumurry. Will the gentleman yield for a moment ? 

Mr. Dinceiy. Yes. 

Mr. Tumutry. When 480 was passed, perhaps you can tell me, was 
it generally understood at the time that the 50-50 act would relate to it ? 

Mr. Lynn. No, sir. 

Mr. Tumutry. In other words, as I gathered in listening to you, 
when 480 was passed, it apparently was not felt by certain of your 
groups, and by the maritime nations, that the 50-50 law would apply 
to it? It was only after an opinion by the Attorney General, was 
it not ? 

Mr. Lynn. I am not sure, but I think this amendment was added. 

Mr. Harris. May I answer? 

Public Law 664 was passed after Public Law 480 was passed. 

Mr. Tumvtry. That is what I thought. 

Mr. Harris. Before passage it was never discussed as to whether 
Public Law 664 would apply to title I sales. 

Mr. Tumutry. I am trying to get the point that when 480 was 
enacted, apparently it was enac ted so as to provide to bring these 
surplus commodity sales, by legislative fiat, so to speak, into the realm 
of commercial transactions ? 

So that no one at the time realized that 664 would apply to it ? 

Mr. Harris. We never did think it should apply. 

Mr. Tumctry. , know that, and that is still your position. 

In other words, I am trying to get how this thing could have come 
to this situation, es ‘ause it seems to me that, from the way you describe 
the transactions in the foreign country, with respect to the privat 
importer, to him these do have all the elements of a commercial trans 
action; that our difficulty is in the two laws, 480 and 664, because what 
we have done is, by legislative fiat, have had in effect a sort of ai 
program, if you might call it such, disguised as a commercial tran: 
action, so that there is a misunderstanding there, a legitimate mis 
understanding? 

Mr. Lynn. That may be correct. 

Mr. Tumecury. Excuse me. That is all. 
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Mr. Casey. Could I ask a question at that point? 

Mr. DinGety, Go ahead, sir. 

Mr. Casry. I think you have testified that, so me as the individual 
shipper in Norway and Denmark is concerned, it is a commercial 
transaction. In other words, he has to put up ia oo The only 

thing that turns it into a noncommercial transaction is the interven- 
tion of the Government, and also the end use of the money. 

Now, does the importer in Norway care how his goods are shipped. 
In other words, when he buys them from the United States, he does 
not care whether they go on Norwegian or American ships; does he? 

Mr. Lynn. If he can get wheat, fore xample, for less money, shipped 
on Norwegian vessels, he would care. 

Mr. Casey. How does he get it for less money / 

Mr. Lynn. I mean, if he can pay a Norwegian ship, let us say, in 
kroner, compared with having to pay a United States ship in dollars, 
it has a lot to do with it. 

Mr. Casey. He does not pay the United States ship in dollars. All 
he pays is kroner, and, in any event, he only pays the world freight 
races, 

Mr. Lynn. That is the fruit importer. 

Mr. Casey. Any importer in Norway, Denmark, or Sweden. So he 
is the fellow, as has been pointed out, to whom it is a commercial trans- 
action. So far as he is concerned, it does not make any difference 
what ships he ships it in. 

When we get to the noncommercial aspect, that is where the Gov- 
ernment comes into the picture, and the end use of the money comes 
into the picture, and it is those people that are insisting upon the 
cargo preference legislation not being made applicable, whereas, in 
fact, they are the very ones that are getting the aid part of it; is that 
not a fact? 

Mr. Lynn. I think that is true, and certainly these people may be 
guilty of a lot of things that we are not for, in connection with this 
whole export-import field that does not justify our use of such devices, 
however. 

Mr. Casry. I mean, when you people argue that there is some justi- 
fication for their position, because it is in effect a commercial trans- 
action, the only part of this thing that is commercial insofar as the 
private importer in Norway is concerned; but, so far as he is con- 
cerned, he is not the one complaining. 

Mr. Tumutry. That is the point I am trying to make, Mr. Counsel. 
[t seems to me that the proposition gets down to this definition, 
because this act, Public Law 480, if this is an aid program should be 
an aid program, ¢ "and there would be no ar gument. Itis the ambiguity 
presented by 480 which these foreign governments, as distinguished 
from the importer, seize upon. 

In other words, they are falling for their own blarney. The fiction 
has been created, and they no longer see it as a fiction. 

We are to blame to a certain extent, because 480 gives them that im- 
pression. We are treating it as if it were a commercial transaction 
when it is not. 

If the governments are doing it, they are doing it to preserve their 
merchant marine. ‘The clear proposition again is the proposition of 
which merchant marine will prosper. 
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If there is anything wrong, it may well be in 480 itself, that it has 
not set up the mac hinery as it should—that it is actually an aid pro- 
gram. I may be mistaken. 

Mr. Casey. No; I think you are 100 percent right. The end-use of 
the money illustrates that it is in essence an aid program, and the 
governments themselves are being aided in their economics. The 
figures indicate that some 78.24 percent of all the moneys in foreign 
commerce have been generated under title I of 480 and have been in 
the nature of aid programs. 

Of a total of $503 million, $326 million was aid, and only $166 mil- 
lion was nonaid. 

Those are segregated according to the various subsections of sub- 
section 104 of title I of 480. 

Have you had access to those figures ? 

Mr. Lynn. We have some figures on that, and it is our understand- 
ing that a great percentage of ‘this money has been used either in the 
form of loans or used to do something in this country that we would 
normally have to appropriate dollars for. Particularly in Japan, I 
recall, that that was true. 

Mr. Casey. Take, for example, this loan made to Brazil over a 40- 
year period. That is an aid. 

Mr. Lynn. That was loosely done, I must say. 

Mr. Casry. 104 (g) provides for loans for multilateral trade and 
economic development. 

That is the trade of the foreign country and the economies of that 
foreign country. Those are long-term loans made back to them out 
of the money that they pay us for these surplus agricultural com- 
modities. Would you consider that in the nature of an aid program ? 

Mr. Lynn. It is not an aid program to the extent that we have had 
aid programs, where we just gave them the money without any obli- 
gations to repay it, or anything. 

Mr. Casey. It is only a question of degree of the aid. 

Mr. Tumutry. Can anyone tell me why you should have Public 
Law 480 if it is an aid program, setting up this theatrical trapping 
of a commercial transaction? Is there any point to it? If, in fact, 
it is an aid program, if you do that by legislative fiat, and ‘bet up a 
legalistic ritual which makes it appear a commercial transaction, you 
cannot get angry if other people believe you when you are just acting. 
I think that is fundamental. If it is an aid program, 50 percent goes 
in our ships, regardless. It is because this 480 has made it appear that 
this is not an aid program, but something different, that there is 
actually a commercial program going on, that these governments are 
in a position where they can make this argument, because, if it is, they 
are entitled to it, under the general traditions of our thinking, it would 
seem to me. 

I would like to find out why there was any need to pass 480, and set 
up this procedure. 

Mr. AtieNn. Will you yield? 

Mr. Tumutry. As soon as I finish my question, I will be glad to 
yield. 

Why would there be any need to set up 480 and this Rube Goldberg 


method of transaction, if I may put it that way, if it boils down to 
simply another aid program ? 
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If it is aid, our ships should carry it. If it is not aid, and it is a 
trade, then these people have an argument. 

Mr. Casey. I think your point points up this whole problem, because 
it is the commercial nature of the transactions of these individual 
importers in these foreign countries that generates this opposition. 

Mr. Tumutry. If the individual importers have no legitimate busi- 
ness complaint, and the governments are complaining to preserve their 
merchant marines, then, as between Norway, Denmark, Sweden, and 
the United Kingdom fighting for their merchant marines, and the 
United States fighting for its merchant marine, we have no other 
course—we have to stand up for our merchant marine. 

Mr. Auten. I think that the legislative history will show that there 
was a desire to keep all of these programs which were partly in the 
nature of aid going through commercial channels, so that ultimately, 
the reversion to pure commerce would be an easier transition, and 
ineanwhile those in commerce would not be squeezed out. 

Mr. Tumutry. I am not critical, but you cannot have it both ways. 
You cannot, by legislative fiat, set up a commercial transaction and 
dub it one, and then later say it is not one. 

It would seem to come with little grace to say that this is a give- 
away program, when we have told them something different. 

I do not say that they are completely right, but their position comes 
down to which merchant marine should be preserved. Nevertheless, 
[ think we are partly to blame for the situation. 

Mr. Touxierson. The act does quite the contrary. The legislation 
points out that these are sales to be made in excess of the normal 
commercial sales, and in the President’s comments on it, he referred 
to it as not being a commercial transaction. 

Mr. Tumutry. That is true, Mr. Tollefson, but what we are main- 
taining here is that, stripped of all its theatrical apparatus, it is 
nothing more nor less than actually a giveaway program. 

Mr. ToutEFson. It is a knock at the door. at Jeast. 

The CuatrMan. That was generally understood, in the House, in the 
Congress. 

Mr. Tumutry. I was not there and I am not finding fault ; but, never- 
theless, a person who was not a Member of the House, and saw it from 
abroad could easily be led into this position. 

The CuarrMan. These foreign nations understood that it was an aid 
program. 

Mr. Tumutry. I do not know, except that I can see no point in set- 
ting up all these exchanges. Why all this machinery if it is a pure 
aid program? Why go to all this trouble, unless you just like to do 
it the hard way ? 

Mr. TotitErson. We tried to fool ourselves a little bit. 

Mr. Tumuttry. You pay the price when you fool yourself. 

The CuarrMan. It was the desire of the State Department to main- 
tain the dignity of these countries. 

Mr. Tumutry. They do not have their dignity now but they are get- 
ting chesty, and that is our fault. We told ‘them they are not depend- 
ent on us, and that that was trade, and not aid, and they believed us. 

The CHarrMan. In all our aid programs, you have seen the name 
of the United States stripped from the packages. 

Mr. Tumutry. I have seen all the doubletalk and I think you pay 
a penalty for it. Call it what itis. 







































































































































































































































346 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


I would like to have a legislative fiat saying that I was slim, but I 
stille oul | not get into the normal seats here. 

The CrarrMan. We must proceed. 

Mr. Dince.t. I am trying to be as short as possible, Mr. Chairman. 

Would you concede that the President’s progress report on 480 was 
fairly authoritative as a document ? 

Mr. Lynn. I would have no reason to doubt it, sir. 

Mr. Dincetit. You mentioned that we look forward to using this 
480 to produce American dollars in these other countries, and true, in 
turn, stimulate a market in these foreign countries. You conceded 
that the President’s progress report is fairly accurate, and it states 
that 2.3 percent of the currencies received under 480 goes to market 
development. That isa piddling sum. 

Mr. Lynn. It is, and we so stated to the Department of Agricul- 
ture, and everybody concerned, that it is. 

Mr. Drnceti. So that your statement that this 480 stimulates for- 
eign markets is rather erroneous; would you say ? 

Mr. Lynn. No, sir. It is designed to do that and can do that. 

Mr. Dinceii. Well, the current effect is to produce an increase of 
2.5 percent. 

Mr. Lynn. We are for more. We think as much as 25 percent of 
these currencies could be used for agricultural development, trade 
development. 

Mr. Dincevu. But the fact is that only 2.3 percent goes to that, and 
that isa piddling sum. 

Mr. Lynn. That is right, and we are not for the present division 
of the use of these foreign currencies. However, even this amount can 
contribute a great deal toward expanding markets. 

Mr. Dineext. Considering that it is a piddling sum, your state- 
ment that 480 produces terrific market development in overseas coun- 
tries is somewhat erroneous. 

Mr. Lynn. I said it is designed to do so. 

Mr. Dinerii. But it is producing 2.3 percent? Answer “Yes” or 
“No.” There is so much equivocation and we stand on one foot and 
scratch our ear like the Indian fakir. Yes or no? 

Mr. Lynn. You cannot say yes or no to some of these questions. 

Mr. Dinceiu. I agree with that. 

Mr. Lynn. Lam trying my best to be accurate. 

Mr. Drnceti. I cannot tell whether it is being accurate or not. Let 
us go on here. Are you familiar with the precise nature of the mer- 
chant marine subsidies ¢ 

Mr. Lynn. No, sir; 1am not an expert. 

Mr. Dincetxi. Yet you say that these merchant marine subsidies are 
going to be a cure-all which will substitute for the 50-50; is that right? 

Mr. Lynn. The merchant marine has been getting quite a few sub- 
sidies. I assume they are justified. 

Mr. Dincert. Answer this question: Has not the farmer received 
quite a few subsidies? Do you have the courage to appear before this 
committee as a representative of a farm organization and say some- 
body else ought not to get a subsidy or two? 

Mr. Lynn. No, sir; we say that if additional subsidies are neces- 
sary for the merchant marine, we will support them. 

Mr. Dineeii. Did you hear Mr. Thorpe testify the other day? 
Mr. Lynn. No, sir. 
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Mr. Dinceiy. Mr. Thorpe testified that the loss of fruit sales is not 
due to 50-50 alone. He said that it was also due to development of 
substantial foreign competition. He said that it was also due to the 


fact that foreign countries did not hi ave dollars. Is that a fair state- 
ment ? 


Mr. Lynn. That is right. 

Mr. Dtneeii. These losses of sale to which we referred were ap- 
premneny $40 million out of $760 million; is that not right? 

Mr. Lynn. Roughly that; yes. 

Mr. bane: Th: at is $40 million out of $760 million, or 
and a fraction percent. So it is a very small loss; is that correct? 

Mr. Lynn. Based on the figures we have, these specific losses do 
not contribute a large percentage, but they are nevertheless, very 
important. 

Mr. Dineeti. It is a very small Joss, 

Mr. Lynn. Five percent. 

Mr. Dincetu. Five pereent is a small figure; is that not a fact? 
We are using Mr. Garnett’s testimony. Five percent loss is a very 
small loss; is that not a fact? Just answer me “Yes” or “No.” 
Yes or no. 

Mr. Lynn. It is not a fact. 

Mr. Dincenti. Mr. Garnett says it is a small loss. 

Mr. Lynn. If that is the case, we would not agree. 

Mr. Dince.. I wish the farm people could get together and give 
us some information on which they do agree. 

Mr. Lynn. He is a Government official. 

The CHARMAN. 
thinks. 


Mr. Dincetxi. Tell me this: Mr. Garnett informs us that these were 
never sales in being, they were just negotiations; is that correct? 
They never had gotten as far as a sale? 

Mr. Lynn. No; they have made a lot of sales under Public Law 480 

Mr. Dinceiyi. This $40 million that Mr. Garnett referred to were 
just negotiations ? 

Mr. Lynn. Negotiations to sell farm products. 

Mr. Dineeni. And as a matter of fact, those negotiations were not 
started by the foreign countries, but rather 
Agriculture Departments ? 

Mr. Lynn. I hope they took the initiative. 

Mr. Dincetyi. They did. Mr. Garnett said so. 

Mr. Lynn. That is their job. 

Mr. Dineen. So that actually the loss of $40 million which he 
mentioned is really a speculative thing. We went to them and said 

“We want to sell” but they said “No, we don’t want to buy.” We 
do not know exactly what their reason was, is that not a fact? We do 
not know precisely what was going on in their heads when they 

“We don’t want to buy.” Is th: at not a fact? 

Mr. Lynn. I know that we do not know what was going on In 


their head, but they have said to us that it was beeause of the cargo 
preference provision. 


The CHAIRMAN. 


about 5 


percent; is that a fact? 


This witness, of course, has a right to say what he 


by our own State and 


said 


The testimony has been that it was because of price 
and the cargo preference, if you do not mind not going into the record 
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at this time. The Agriculture witnesses testified to that, and other 
witnesses testified to that also. 

Mr. Lynn. That is right, sir. 

The Cuairman. It was price and cargo preference. 

Mr. Lynn. We are not contending, sir, that the cargo preference 
as applied to title I is responsible for our total loss of agricultural 
markets. 

The CuarrMan. It is not the sole responsibility. 

Mr. Lynn. No. 

The CuarrmMan. Yes. 

Mr. Dincetxt. What percent is title I sales of our total agricultural 
imports ! 

Mr. Lynn. Based on the current rate of $500 million a year, and 
the rate last year of $3 billion agricultural exports, that would be one- 
sixth. 

Mr. Dincetu. This one-sixth is actually sales which are made where 
there are no dollars available to make sales; is that right ? 

Mr. Lynn. No. 

Mr. Drincetu. Is not title I a device whereby a country can buy 
our farm products without having dollars ? 

Mr. Lynn. No, sir. 

Mr. Dinceti. Wait a minute. Do they not buy in their own cur- 
rency, and is that currency not maintained in their own country for 
the uses of this Government? Is that not a fact? 

Mr. Lynn. That is right. 

Mr. Dincetx. Just yesorno. Yes or no, sir, please. 

Mr. Lynn. I cannot answer it yes or no. 

Mr. Drnce.tyi. The money that they pay for these commodities is 
kept in their own country, right ? 

Mr. Lynn. It is deposited to the account of the United States 
Treasury. 

Mr. Drnecett. It is kept in that country ? 

Mr. Lynn. Not necessarily. That is not true in every case. 

Mr. Drncetu. Most of the time? 

Mr. Lynn. Some of the time, perhaps. 

Mr. Dinceti. We do not receive dollars for these commodities sold 
under title I, right? 

Mr. Lynn. We use this title I to get those countries an incentive 
to buy their normal dollar amounts of farm products. 

Mr. Drncexi. You beg the question. 

Let me repeat my question, so that you can understand. 

Tell me this: When we sell under title I in another country, the other 
country—and let us take Norway, Norway buys for kroner; is that 
not correct ? 

Mr. Lynn. If Norway would go into a title I sale. 

Mr. Drneevx. Under title I they buy for kroner? “Yes” was the 
answer? Is that correct? 

Mr. Lynn. Yes, they would buy for kroner. 

Mr. Drnceti. They would buy for kroner. Now, those kroner are 
deposited in a bank in Norway; is that not a fact ? 

Mr. Lynn. I do not know that to be a fact, but it is deposited, 
wherever the bank, to the account of the United States. 

Mr. Dinceti. Now, Norway has made a purchase and we have made 
a sale without the expenditure of $1 by Norway, is that not a fact? 
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Mr. Lynn. No, sir, it is not a fact, if you are using Norway as an 
example. Norway has not purchased under title I of Public Law 480. 

Mr. Drncetx. We are just talking about hypothetical cases. Now 
let us say that Norway bought $40 million worth of farm products. 
All I want is a straight answer from you, and I am having a terrible 
time getting it. 

Mr. Lynn. I know what you want. 

Mr. Dineetxi. And you will not give it to me. 

Mr. Lynn. I know what you want, sir. 

Mr. Drincexy. Let us start back. I want to beg your pardon. I 
am not trying to be rough on you. I want to get a yes or no answer, 
and I am going to keep at it until I get it. 

When we make a sale to Norway under title I, we sell to Norway 
for kroner. Correct? 

Mr. Lynw. Sir 

Mr. Dincetu. Just yes or no. 

Mr. Lynn. We sell for kroner—could we use another country ? 

Mr. Drncett. What other country ? 

Mr. Lynn. Let us take a country where we have made a sale. Let. 
us assume Japan. 

Mr. Dinceii. Let us take Japan. We sell to Japan for yen, right? 

Mr, Lynn. Yes. 

Mr. Drncetx. Those yen remain in Japan; correct? 

Mr. Lynn. I don’t know that for a fact. They might be deposited 
in a-!apanese bank to the account of the United States. 

Mr. Dincetxi. They remain in yen? 

Mr. Lynn. Yes. sir. 

Mr. Dincevxi. They are expended for American Government pur- 
chases and purposes; is that not correct ? 

Mr. Lynn. Not necessarily. In the case of Japan, we have made a 
loan to Japan for a long-time roadbuilding program. 

M. Drneetx. Is that loan made in yen or dollars? 

Mr. Lyny. In yen. 

Mr. Dincetx. It is made in yen. So it is expended in Japan for 
American Government purposes; is that correct ? 

Mr. Lynn. Well, not necessarily American Government purposes; 
for the purposes of strengthening the Japanese. 

Mr. Dincetu. We want the Japanese to build roads; right? 

Mr. Lynn. Yes, sir. 

Mr. Dincett. It is, therefore, an American Government purpose, 
that they should build roads; correct ? 

Mr. Lynn. It might be. 

Mr. Dince.u. They are loaned the yen to build roads, an American 
Government purpose. 

Mr. Lynn. That is only 

Mr. Drncetu. Just yes or no. 

Mr. Lynn. I can’t answer that yes or no. 

Mr. Drncetxu. Mr. Chairman, will you please instruct the witness to 
give a yes or no answer here? I am having a terrible time. 

Mr. Byrne (presiding). Well, in answer to you, I cannot tell a man 
to answer yes or no. 

Mr. Tumutry. I just want to ask you one.question. 

At the time when this 480 passed, there existed at that time an aid 
program, did there? 
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Mr. Lynn. Yes. 

Mr. Tumutry. Why would any government want to avail itself of 
480 unless there was some advantage? What was the advantage? 

Mr. Lynn. You recall that in 1953, section 550 of the Mutual 
Security Act provided a program similar to that which we now have 
in 480, but very much limited. It was our recommendation that a 
separate act be set up. 

Therefore, the Congress, in its wisdom, passed Public Law 480 and 
repealed— 

Mr. Tumeutry. You are giving me the history, which I appreciate 
and need, but as I sit here listening to you, apparently we could have 
given them all of it in this direct aid, anyhow, could we? 

Mr. Lynn. Oh, we could. 

Mr. Tumutry. I gather, then, that the only reason for the maritime 
countries to get more foodstuffs under 480 would be because we wanted 
them to take more than they wanted ? 

Mr. Lynn. More than they had dollars to buy, yes, sir. 

Mr. Tumutry. That is right, and probably more than they would 
normally have received under direct. aid? 

Mr. Lynn. I am not sure that I agree with that. 

Mr. Tumutry. I will state what I think, and then you can comment. 

It appears to me that the only purpose to 480 would be to get them 
to take more foodstuffs than they normally would have ree eived under 
2 giveaway program, and that there would be some inducement. for 
them to do that—either carry it, therefore giving them a chance to 
use their own merchant marine, or creating capital in that country 
so that more people i in that country would have money to buy food or 
related matters‘ Is that correct ? 

Mr. Lynn. That is not the philosophy or reasoning behind Public 
Law 480. 

Mr. Tumuvry. Is that why we set it up in the nature of the com- 
mercial transaction; is that the reason / 

Mr. Lynn. We advocated this program with the belief that sales 
under title I-could be continued through sales outside the program. 

Mr. Tumutry. I can see no point io these theatrical trappings, 
unless we had some purpose in mind, 

Mr. Lynn. I hope we have explained the purpose adequately. 

Mr. Tumvuvry. Thank you. 

Mr. Dinceii. Then is it not the practical effect of 480 to permit 
a country to buy American surplus farm commodities where they 
have no dollars to do so? 

Mr. Lynn. That is right. 

Mr. Dincen, Now, taking the case of Japan, where they purchase 
rice, you mention here on page 4, paragraph 2: 

Countries are given strong incentives to continue their present level of com- 
mercial purchases of farm products from the United States. 
is that correct / 

Mr. Lynn. That is right. 

Mr. Dincretx. Those farm products are sales made on the open 
market; is that correct¢ They are not purchases of surplus 
commodities / 

Mr. Lynn. | don’t quite understand what you mean. 








PS 


Nh. 


it 
ey 


m- 


en 
us 


ed 


(ai REAR SAO at Sat NE 


OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 35] 


Mr. Dinceti. You say 


Countries are given strong incentives to continue their present level of com- 
mercial purchases of farm products from the United States. 

Mr. Lynn. That is right. 

Mr. Drnceti. The regular purchases which a foreign country 
would make—in this instance, let us say, Japan would be made 
for dollars on the open market in the regular channels ? 

Mr. Lynn. That is right. 

Mr. DinceLit. Under 480, in dealing with Japan, purchases have, 
for all practical purposes been for yen, which have remained as yen, 
and not dollars; so that the purchases of rice by Japan have not 
depleted the Japanese dollar reserves. Is that not a practical answer / 

Mr. Lynn. If you will pardon me, sir; that is not exactly the case, 
because, for example, we say to J: apan ; “We will sell you some surplus 
agricultural commodities under Public Law 490 if you will agree to 
also make your normal purchases of rice from the United States.” 
This also applies to other commodities. 

Mr. Dince.x. That is exactly right. 

Mr. Lynn. We use it as a tool to cause these countries to buy in the 
United States, rather than to go to Brazil, for example, or some place 
else. 

Mr. Dineen. That is right, but they still buy for yen under 480. 

Mr. Lynn. Above their normal purchases. 

Mr. Dincett. Above their normal purchases. 

Mr. Tumutry. Would the gentleman yield ¢ 

I do not think you people explain it very well. All aid programs 
would go 50 percent on American ships, anyhow, would they not? 

Mr. Lyxx. That is right. 

Mr. Tumutry. Then why, in the initial aid program or in the 
present aid program do we not just give them the extra food sur- 
pluses? Why do you not advocate that ? 

Mr. Lynn. No, sir; we are not for that. We don’t make friends 
by giving anybody anything. Public Law 480 is not an aid program. 

Mr. Tumutry. Let us forget the question of making friends. If 
that were true, then the surplus would go down, and the American 
ships would still carry 50 percent and there would be no complaint 
from those countries. Would that be so? 

Mr. Lynn. Sir, we wouldn’t be building markets, if we gave or 
dumped this surplus. 

Mr. Tumcvtry. In other words, the real reason for 480 is to create 
a purchasing market, not a gift market, is that right 

Mr. Lynn. That is ex: ret ly right, sir. 

Mr. Tumunry. Therefore, there should be come inducement for 
these countries to participate in that program / 

Mr. Lynn. Yes, sir; and the inducement is that we will accept local 
currencies in payment. 

Mr. Tumutry. What inducement would normally bring the United 
Kingdom to participate in the program which, even though fictional, 
would create a trade market for us, unless some bait was held out / 

Mr. Lynn. I expect there is some. They are that we have a 
quality product that they can use and that we are willing to compete 
for this business. 
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Mr. Tumutry. In the beginning, was the bait that they could use 
their own merchant marine? 

Mr. Lynn. No, sir. 

Mr. Tumutry. Did you hear that? 

Mr. Linn. Yes; I heard the question. 

Mr. Tumutry. I am just trying to decide in my own mind whether 
when 480 was passed, these maritime nations could have well ha 
the impression that they were to get the business in their ships, and 
that is why they went along with it. 

Mr. Lynn. I don’t know that to be a fact. 

Mr. Byrne. The time of the gentleman has expired. 

We wish to thank Mr. Lynn and Mr. Dietz and Mr. Harris. 

The committee stands adjourned until tomorrow at 10 o’clock. 

Mr. Lund will be the witness. 

(Whereupon, at 1:25 p. m., the committee recessed until 10 a. m. 
on Wednesday, Felines 8, 1956. ) 





OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


WEDNESDAY, FEBRUARY 8, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10:10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) pre- 
siding. 

The Cuatrman. The committee will be in order. 

I will ask counsel to read a telegram from Mr. Walter Ploeser, 
chairman of the board of the Mississippi Valley Association, directed 
to Mrs. Lenore Sullivan, Member of Congress, a distinguished mem- 
ber of this committee, which telegram was received this morning. 

Mr. Casgy (reading) : 


Having learned of hearings before your committee now in progress concerning 
the so-called 50-50 legislation merchant marine bill wish to advise following 
resolution was unanimously adopted at our 37th annual meeting Mississippi 
Valley Association, our largest meeting having approximately 1,100 delegates 
present. 

We pledge our active support to the promotion and maintenance of a strong, 
well-balanced, privately owned and operated United States merchant marine 
to provide the shipping services essential to our industry, agriculture, and com- 
merce in time of peace and to our national security in time of war. 

We urge continued efforts by the United States Government and American 
steamship lines to work for the attainment and maintenance of a merchant 
marine adequate for our defense needs, and capable of carrying at least 50 per- 
cent of the foreign commerce of the United States. We, therefore, condemn 
practices of foreign nations, direct or indirect, which discriminate against 
American-flag shipping, thus making it impossible to attain this equitable goal. 

We reaffirm our support of the law requiring that at least 50 percent of cargoes 
financed directly or indirectly by the United States be transported in United 
States-flag ships to the extent they are available at reasonable rates. This pro- 
vision we consider to be vitally necessary, eminently fair, and wholly consistent 
with our national maritime policy. 

We strongly urge that wherever rates and services are competitive, American 
business should voluntarily patronize American-flag shipping so that, by increased 
commercial utilization combined with necessary Government supports, the Amer- 
ican merchant marine may be strengthened and expanded to better serve the 
Nation. 

We reaffirm our support of the basic principles and procedures of the 1936 
Merchant Marine Act and its program of Government support based upon the 
principles of parity and of essential trade routes operated by companies which 
are domiciled, owned, and controlled in the domestic areas which they serve. 

We recommend that, in the event of total mobilization, the merchant marine 
be placed under jurisdiction of the established maritime agency to the end that 
the experience and knowledge of the management and organizations of pri- 
vately owned steamship companies may be utilized. Further, we recommend 
that priorities for ship repairs and maintenance and deferments from military 
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service for personnel in critical maritime occupations be provided through 
such an authorty on the same basis as other defense agencies. 

We recommend an expanded Government research program on port facilities, 
ship design, and ship propulsion, with particular emphasis on the application 
of nuclear power to merchant vessels. 

We sincerely hope you and your committee will give this careful consideration 
and we know you will. Appreciate your passing a copy of this telegram to Chuair- 
man Bonner and other members of the committee. Best wishes. 

WALTER PLOESER, 
Chairman of the Board, Mississippi Valley Association. 

The CHarrmMan. The first witness this morning will be Mr. Bernt 
Lund, a private citizen of Norway whom the committee is delighted 
to have as a witness. The committee also understands that Mr. Lund 
is expressing his views and the views of private business of his coun- 
try and is not representing officially the Government of Norway. 

The committee is exceedingly pleased to have this distinguished citi- 
zen of Norway with us to give his views on the subject now before this 
committee, the 50-50 provision of shipping. 

Mr. Lund. 

Mr. Casry. Mr. Lund, you might identify yourself and give your 
background. Then I understand. that it is your desire that. we have 
Mr. Charles F. Warren, a member of the professional staff of the 
committee, read your statement. 


STATEMENTS OF BERNT LUND, MANAGING DIRECTOR, NORWEGIAN 
SHIPOWNERS’ ASSOCIATION; AND CHRISTIAN OLSEN 


Mr. Lunp. Yes, Mr. Chairman. 

Mr. Chairman, gentlemen of the committee, my name is Bernt Lund. 
My position is managing director of the Norwegian Shipowners’ Asso- 
ciation. 

During the war I served from 1940 to 1943 in the Norwegian Ship- 
ping Mission in London, operating the Norwegian Merchant Marine 
with the Allied war effort ; and in 1943 to 1945 I served in the same mis- 
sion’s office in New York. 

I thank you, Mr. Chairman, for being invited here to present my 
views on cargo preferences. Being a private citizen in a very small 
country, I appear with a feeling of humility, realizing that this com- 
mittee is officially representing a n: ition whic is the main factor in 
the defense of the United States of America and the free world. 

I realize, of course, that this committee just now is dealing with a 
problem which is very important to the question of defense of the 
United States and the free world. The problem you are dealing with, 
cargo routing by United States Government regul: ation or cargo pref- 
erences as it is called, has also great bearing on the future international 
economic relations generally. 

I have tried to analyze the different problems in an address given 
by me in London in October 1955 and I understand that it is by reason 
of this address that I have been invited here. 

As the chairman mentioned, we have found it best to read that 
address which will give a full picture of our views. I can only hope 
that it will not ee for you. 

As the chairman said, I am not representing any nations, but I 
think I can fairly say th: J the views expressed in that address coin- 
cide with the views as repeatedly expressed by the Organization of 
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European Economic Cooperation which is an intergovernmental 
organization, and, besides that, separately by different Western Euro- 
pean countr les. 

I would like, for a few minutes, after the statement is read, to make 
a short point and then, ladies and gentlemen, I will be open for ques- 
tioning. I shall try to answer as far as possible. 

Mr. Casey. Would you like to have Mr. Warren read your state- 
ment ! 

Mr. Lunn. Yes. Thank you. 

Mr. Warren. Mr. Chairman and members of the committee, I read 
from the address of Mr. Lund, entitled “Cargo Preference Systems 
and International Shipping and Trade.” 


THE PAST 


When the United States of America finally became independent by the Peace 
Treaty of Paris in 1783, the British Navigation Acts with detailed rules about 
eargo preferences for British ships, came in full force against her. 

In a British book published in 1847 there was given the following description 
of the effects : 

“For 3 years (after 1784) the United States diplomatised for the abolition of 
this manifest absurdity and wrong; and being unable to succeed, they then 
passed a navigation act of their own, avowedly by way of retailation and word 
for word the same as ours (1787). 

“The case then stood thus: By our act, no produce or manufacture of America 
could be carried to England in any other than English ships. 

“By their act, no produce or manufacture of England could be carried to 
America in any other than American ships. 

“Neither country could do without the other. We must have goods of theirs 
and they of ours; and how we and they got them, sets in the clearest light the 
wondrous wisdom of the navigation laws. 

“American ships came across the Atlantic to Liverpool in ballast, having in 
their wake English ships with rice, cotton, and tobacco. 

“English ships crossed the Atlantic to New York in ballast, having in their 
wake American ships laden with calicoes, cutlery, hardware, earthenware, and 
iron. 

“The which state of things, more or less, lasted for 8 and 20 years (1787— 
1815). Were this mere matter of history we scarce dare tell that it was so; 
but there are people living yet who remember it. English sailors, perhaps, who 
in the middle of the broad Atlantic, going out in ballast, have hailed Americans, 
also outward bound, in ballast; and these were the good old times that (British ) 
shipowners long to have again, and that Mr. George Frederick Young, their 
mouthpiece, did publicly declare in June 1847, to have been an advantage to 
reat Britain and America. 

“The force of wisdom could no farther go. A glorious nursery for British 
seamen were those empty ships crossing the Atlantic—floating high, and gently 
rocked on its broad waves. The only misfortune was, that such a happy state 
of things came to an end. Trade fell off. The Americans set themselves to do 
without us, and began to manufacture on their own account.” 

This description of the position was given by John Lewis Ricardo, member 
of the ooh Parliament, in his treaties on “The Anatomy of the Navigation 
Laws” (p. 37), published in London in 1847 (336 pps.). He had just been a 
member of a sales t committee which had been appointed by Parliament to inquire 
into the operation and policy of the navigation laws. The committee heard a 
number of witnesses. 

As is well know, the British Navigation Acts were finally repealed in 1849. 
Before that time, there existed, as is also well know, for more than 200 years 
the system called mercantilism which through Government regulations of im- 
ports of goods aimed at excluding competition from abroad. In the sphere of 
shipping, mercantilism consisted among others in cargo preference acts seeking 
in detail to prescribe how cargoes should be reserved for the national flag. 

The system which developed during the first half of the 19th century, and 
which resulted in the repeal of the navigation acts, represented something 
entirely new in international economic relations. Nations were no longer 
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conceived as closed economic units, with all kinds of barriers against competitior 
from abroad. Instead, an international economy was envisaged, the goods and 
services of each country being in principle free to compete everywhere in the 
world. 

In the sphere of international trade in merchandise these principles were, as 
we know, not realized in full. Various countries have in a varying degree the 
whole time used the system of tariff protection combined with the most favored 
nation clause. 

As far as shipping is concerned it may, however, be said that for all practical 
purposes the new ideas were realized in full—the reason being the specific 
international character of ocean shipping. The freedom of international ship- 
ping was insured by a network of treaties between the nations securing 
“national treatment” of ships irrespective of flag. Foreign ships were in all 
respects placed on the same footing as national ships. Deviation from the 
established worldwide principle of “national treatment” in the form of cargo- 
preference systems or any other form, thus came to be called flag discrimination. 

With the epochmaking change in international shipping policy individual 
exporters and importers obtained the right—without interference from govern- 
ments—to use the ships which commercial considerations recommended. This 
means in practice that cargoes offered for transportation go to the ships— 
irrespective of flag—which can carry them most efficiently and cheaply. This 
means in general the ships which are in a position to load. 

With the new system of free interchange of international shipping services 
economic frontiers disappeared as far as shipping was concerned. The world 
became one market on the principle that shipping should neither directly nor 
indirectly be subject to Government restrictions on political grounds as under 
mercantilism. 

Ricardo states in his book (p. 220) the following three main reasons for 
abolition of the navigation laws and acceptance of the new system without 
cargo preferences: 

“The effects of the navigation laws were enhanced costs and ineffectiveness 
of shipping to the detriment of the general public. 

“Another reason was that the navigation laws had caused a chain of retalia- 
tions. Ricardo gives evidence that other countries had copied the British flag 
preferences to the letter.” 

It is interesting to see that while he painted a vivid and detailed picture of 
the widespread spirit of economic retaliation by way of imitation and otherwise, 
he states that the first effect of the famous British Act of Navigation of 1651 
was war with the Dutch (A. D. 1652). He cites Macpherson’s Annals of Com- 
merce: “It is plain that the Navigation Act proved the occasion of the cruel 
naval wars which broke out in the year following.” 

A third and very important reason was that the navigation laws so far from 
strengthening the British merchant marine, had weakened it and had not fur- 
thered its growth. The merchant marine had lost its competitiveness by shelter- 
ing behind the protective shield of cargo preferences. British shipping became 
less efficient than the shipping of the Dutch which grew up without navigation 
laws and only lost its preeminence when they abandoned their own principles of 
free trade (Ricardo, p. 32). The last-mentioned reason given by Ricardo for 
repealing the navigation acts may be seen on the background of later historical 
experience: The merchant navy of Great Britain expanded greatly after the 
middle of the 19th century, when it was generally accepted that it was improper 
to protect the national flag by cargo-preference regulations. 

The introduction of the new free system ensured, as stated by Ricardo, that 
the transport needs of the world were covered in the most economical way. 

Shipping, to be operated in a rational manner, must be international, not 
bilateral. 

Cargo liners which sail from ocean to ocean and from country to country all 
over the globe, and even around it, must be free to load in the various ports at 
which they call. Liner services such as we know them, would not be possible 
if liners everywhere were met by the rule that certain percentages—say 50 
percent—of the cargoes must be transported under the national flag. 

Rational and cheap maritime transportation presupposes, likewise, that tramp 
ships shall have liberty to move from trade to trade with the seasons. A 50 
percent cargo preference rule in favor of the national flag might prevent a tramp, 
after discharging, from loading cargo ready for shipment in the same port. 


Other ships, which must perhaps make relatively long ballast voyages, would 
have to be chartered instead. 
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It is, therefore, obvious that barriers to the free international movement of 
shipping inevitably serve to increase transportation costs and to retard world 
trade. 

The history of our world is sometimes written as the history of continents, 
though it ought perhaps to be more the history of coasts and the trade which 
links coasts together and which have created a common civilization. One of the 
conditions which may help serve the purpose of uniting economies and civiliza- 
tions is that there exists a system which allows a flexible and free interchange 
of international shipping services. 

Lower efficiency and higher costs of sea transport will tend to hold back 
foreign trade where it otherwise would have been profitable to exchange goods 
between countries. The total quantity of international trade will tend to be 
smaller than it would otherwise have been. Without free freight markets, spe- 
cialization, and thereby efficiency of production, will have less encouragement. It 
should not be forgotten that free and flexible ocean shipping has been a main 
contributing factor in the great economic development of the world in the last 
century. 

THE PRESENT SITUATION 


The principle of free interchange of international shipping services lasted with 
some exceptions until the Second World War. Now, however, the situation is 
very different. Since the last war there has in several, partly very important, 
countries been an outburst of politically motivated government regulations hav- 
ing a distinctly nationalistic character, designed to favor national shipping and 
to reserve cargoes for the national flag—to discriminate between national and 
foreign ships. The most popular idea is that 50 percent of national foreign 
trade shall be carried under the national flag. 

This system is being applied partly under bilateral trade treaties and partly 
by unilateral action—legislative and administrative measures. 

In the last years more than 20 countries including among others Argentina, 
Brazil, Chile, Columbia, Egypt, Ceylon, India, Spain, Uruguay, and some eastern 
European countries have entered into bilateral agreements embodying cargo 
preference arrangements. 

Other governments have established 50 percent cargo preference practices in 
an even more lasting and dangerous way by unilateral action. Instances of the 
application of the system are too many to be cited here. Some of the countries 
mentioned, including Argentina and Brazil, have not only bilaterally but also 
unilaterally instituted flag preference. The Chilean Government has also since 
1950 effected certain measures, giving import cargo preferences to Chilean ships. 
The many protests made to all these countries have generally been in vain, with 
the exception of Brazil, where representations have been partly successful. The 
Chilean Government has recently submitted to the Chilean Parliament a new 
general and permanent bill to foster the development of the Chilean merchant 
marine by reserving for vessels of the national flag 50 percent of foreign trade. 
Lastly is mentioned here the Saudi Arabian Tanker Agreement, seeking to re- 
serve for ships to be placed under that flag preferential position for lifting oil in 
Saudi Arabian ports. I shall return to the United States of America cargo pref- 
erence provisions. 

Bilateral and unilateral flag discriminatory provisions in the world are recorded 
in the Secretariat of the Maritime Transport Committee (MTC) of the Organ 
ization of European Economic Cooperation (OEEC). 

On the other hand many countries, and among them the 18 participating 
countries in the OEEC have declared that they adhere to the fundamental prin- 
ciple of international freedom of shipping. 

This intergovernmental organization has expressly and positively stated that 
effective and cheap maritime transportation for the benefit of the general public 
can only be attained if ships irrespective of flag can compete freely for cargoes 
in the ports of the world, and that government interference in this sphere results 
in bilateral arrangements which end in a general destruction of any effective 
system for the world’s shipping trade. It is pointed out in particular that the 
consequence will be increased ballast voyages and uneconomic use of tonnage 
which in its turn will lead to higher freights. (See OEEC publication: Maritime 
Transport, September 1954, p. 51.) 

The OEEC has accepted the following statement on shipping policy: 

_ “The shipping practices of the participating countries are based on the free 
circulation of shipping in international trade in free and fair competition.” 

_ It ought to be noted that one of the main objects of the OEEC is to liberalize 
international economic intercourse. This object has not been attained in full 
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as far as trade in goods is concerned. But here again the specific international 
character of ocean shipping has—without regard to still existing restrictions 
on import of merchandise—led to an agreement for the complete liberalization 
of shipping services. 

The OEEC has underlined that preferential action in favor of the national flag 
is bound sooner or later to lead to counteraction by other countries and so is self- 
destructive. Abundant illustration of this sequence exists. Here may only. be 
mentioned that the regulations which stipulate that 50 percent of certain United 
States cargoes shall he carried on United States ships, have in part been moti- 
vated by the flag discriminatory measures which United States ships experience 
in many countries, 

The OEEC has further pointed out that economic nationalism in the form of 
cargo preferences will have other serious repercussions because countries, which 
owing to natural conditions base their economy on exports of shipping services, 
will lose the revenue they need for imports from abroad. Thus they will be 
forced to adopt a policy of restrictions on import of goods. 

It has sometimes been alleged in the United States that opponents to cargo 
preferences only are to be found among the countries with special shipping inter- 
ests. It should, however, be noted that participants in the OEEC are not only 
nations that are typical shipping nations, but also several nations which have 
relatively small or insignificant merehant fleets or no fleet at all (Austria), 
their particular interest being effective and cheap maritime services. 

It may be of interest to add that Canada is one of the nations which does not 
want to use flag protectionist measures. The reason for this was given in the 
Canadian Parliament by the Minister of Transport, Mr. Chevrier, who stated 
that Canada with goods to sell, was anxious to reestablish world trade. Canada’s 
European customers would not buy unless they were allowed to earn dollars 
(Journal of Commerce, May 12, 1953). 

To the Western European countries the most disturbing development is that 
the United States may be said to have taken the lead in reviving cargo prefer- 
ences. The general idea of cargo preferences for the United States flag was 
launched soon after the end of the Second World War and then in the form of 
0 percent to United States ships. 

Sut it must be noted that the United States already invoked the cargo prefer- 
ence principle with the still valid Public Resolution No. 17 (73d Cong.) of 1934. 
It prescribes that in any loans made by any instrumentality of the United States 
Government to foster the exporting of agricultural or other products, provision 
shall be made that such products shall be carried under the United States flag. 

This resolution had only unimportant practical results before the war and was 
scarcely noted. But with the vastly extended financial activities of the United 
States Government instrumentalities after the war it became very important. 
The resolution has mostly been practiced in the way that 50 percent of the exports 
must be shipped in United States flag ships and the other 50 percent under the 
tlag of the importing nation. As will be seen, this cargo preference regulation 
must be observed in commercial transactions where the exported products are 
paid for in full by the foreign buyers. 

Regarding these and other cargo-preference restrictions the Council of the 
OEEC has expressly pointed out that the export credit system is commonly used 
in most countries and is being widely extended. “If the United States attaches 
shipping conditions to their export credit system this will be an example which 
other countries may follow. One of the ultimate effects is, of course, damage 
to the accepted machinery of trade. On this aspect alone, the Council would be 
grateful if the United States Government would reexamine the position.” 

While liberalization of the international trade in goods has made considerable 
progress since the war, it is strange to see that by contrast the situation on the 
world scene as regards maritime transport, apart from the OEEC countries, 
is one of marked retrogression rather than of progress. Referring to other 
countries’ bilateral and unilateral cargo-preference restrictions previously men- 
tioned, there is reason to point out that since 1948 the restrictive measures im- 
posed by the United States Government have gradually been increased in scope. 
The cargo-prefrence system was, as is well known, temporarily applied in the 
United States to aid cargoes. (See the Economic Cooperation Act 1948 (sec. 
IIt (a) (2)) and the Mutual Defense Act of 1951 (sec. 409).) 

We were, of course, appreciative of the unparalleled generosity of the United 
States in supplying these aids and noted with satisfaction that one of the main 
objects of the aids was to establish more liberal economic intercourse in the 
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countries looked, however, at the cargo-preference regulations in the aid acts 
with great anxiety because of the example they would set to other nations not 
distinguishing between “aid” and “trade.” But it was certainly hoped that the 
temporary 50 percent regulations in the aid legislation were but a passing phase 
and with the return to more normal conditions this artificial restraint on inter 
national shipping services would be removed. 

It was, therefore, very alarming, indeed, when the United States lately has 
gone much further in applying the 50 percent shipping clause to commercial 
cargoes. 

In June 1954 it was noted that action was taken to apply the above-mentioned 
Public Resolution 17 not only to export credits but also to transactions where 
Government instrumentalities, such as the Export-Import Bank (Eximbank), 
support United States exports only through guaranties. This is the more serious 
as Eximbank guaranties for exports are being increasingly used. 

It was also very alarming when the Cargo Preference Act, as it is officially 
called (Public Law 664) was approved on the 26th of August 1954. It is officially 
described as an act “to amend the Marine Act of 1936 (sec. 901 (b)) to provide 
permanent legislation for the transportation of a substantial portion of water 
borne Gargoes in the United States-flag vessels.’ The act provides for the 
application of the 50-percent rule in cases where the United States Government 
finances exports directly or indirectly through the advancement of funds or 
credits or the guaranty of convertibility of foreign currencies. It is positively 
stated in Public Law 664 that nothing in it shall repeal or otherwise modify 
the provisions of Public Resolution 17 (738d Cong.) as amended. It may be 
added that Public Law 664 is also being applied to the sale of agricultural sur 
pluses under Public Law 480. 

Public Law 664 implies in reality more than 50-percent flag preference. The 
reason is that the act provides that 50 percent of governmental financed and 
enaranteed cargoes shall be transported in privately owned United States vessels. 
The Government-owned United States ships are statistically 
the same footing as foreign ships. There may, therefore, be less 
percent quota left for non-American ships. 

The defenders of the cargo-preference provisions in United States of America 
sometimes state that the preferences only apply to aid cargoes and should not, 
therefore, constitute a pretext for imitation by other nations or give justified 
rise to retaliation. As will be seen, however, the United States cargo-preference 
system is now toa very large extent applied to purchase of goods where the buyers 
in other countries pay in full for the commodities bought. 

What has happened, is this: Firstly, the United States Congress has been 
convinced of the necessity of having institutions capable of rendering support 
to American exports by Government credits, etc. Secondly, Congress has been 
convinced of the necessity of adding permanent provisions to the effect that 
goods exported by means of credits or guaranties from the Eximbank or other 
Government instrumentalities shall preferably be shipped in American bottoms. 

The peculiarity of the position becomes even more apparent when it is ob- 
served that in the case of the Eximbank there is in reality no question of the 
United States Government and thereby the United States taxpayers financing 
and guaranteeing American exports. Even if the Eximbank is a United States 
Government instrumentality (an independent agency of the United States) it 
ought to be noted that one of the managers of the bank, Mr. Lynn U. Stambaugh, 
has stated that the Eximbank, as organized at present, is capable of continuing 
lending activity in the future without being a burden to the United States Treas- 
ury, and also capable of redeeming and paying interest on the original loans 
granted to the bank by the United States Government for the purpose of start- 
ing its activities. In this connection reference is made to Mr. Stambaugh’s 
statement on page 977 of the Study of Export and Import Bank and World Bank, 
published after the hearing which was held in June 1954 before the Committee on 
banking and Currency, United States Senate (Published by United States Print- 
ing Office 1954). 

The enormous increase in the importance of the Eximbank’s credits and guar- 
aunties may appear from the fact that the bank, which was created about 20 years 
ago, started as an agency with only a capital of 11 million United States dollars. 
According to the words of Mr. Capehart, chairman of the Senate Committee on 
Banking and Currency, the bank is now “an independent corporate entity with a 
loan, guaranty, and insurance ceiling which reach $4.5 billion.” (See said pub- 
lication, p. 5.). It is strange that the activities of this bank should be one of 
the links in the cargo-preference system. The object and purposes of the Exim- 
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bank are not only to aid American exports. In the said hearings it is stressed 
that the continued prosperity of the United States economy and the economic 
stability of the world are to a large extent dependent upon a high level of in- 
ternational trade and that the Eximbank is one of the means to help attain this 
goal. The purposes of the bank are expressly said to be “to aid in the financing 
and to facilitate exports and imports and the exchange of commodities” between 
the United States and foreign countries. Contrary to these principles, restric- 
tions on imports of shipping services are attached to the credits. 

Export supports in the form of export credits and export guaranties are used 
in many countries. Even if it is not alleged by anybody that such supports should 
not be allowed, their effects are not always popular in other countries with com- 
peting industries. If also flag protectionist shipping strings are attached to these 
guaranties, etc., it does not seem strange that these other nations may feel it 
like “insult being added to injury.” 

Regarding the sale and sea transports of United States agricultural surpluses 
there may be reason to quote from a report in the periodical International Trade 
(bulletin of the International Committee for the Promotion of Trade) September 
1955 : 

“The existence of surpluses of agricultural products is beginning to create 
serious problems in a number of western countries. Although there is an accu- 
mulation in several countries, that of the United States attracts most attention. 
At the meeting of the International Federation of Agricultural Producers in 
Rome during the first half of September, the American Secretary of Agriculture, 
Mr. Benson, was at pains to quiet some of the apprehension which was shown 
as a result of intentions (real or supposed) in the United States to dump larg 
quantities of agricultural products on the world market.” 

Considering the very big quantities of farm surpluses which the United States 
plans to sell and which may disrupt the trade of others, it may justly be asked: 
Is it to be wondered that other nations resent the addition of cargo-preference 
provisions of these sales? 

There is reason to underline that regulations to the effect that certain per- 
centages of a country’s foreign trade shall be transported under the national 
flag, necessitate detailed Government control and Government direction of pri- 
vate business. It does, namely, not follow of itself that one-half of a country’s 
foreign trade is transported under the national flag. For this reason it is neces- 
sary to establish Government offices and to effect public regulations requiring 
private shippers to report all shipments, enabling such offices to allocate cargoes 
with 50 percent to national-flag ships. The necessity of Government controls 
and directions are illustrated by experience from the public loan and aid cargoes 
of the United States. Large official controlling apparatuses have been necessary 
in connection with the cargo-routing governmental offices in many of the recip- 
ient countries in Europe. 

It is, of course, appreciated that the first and main reason for the United 
States cargo-preference provisions is defense purposes. 

We are fully aware that the United States during two world wars has ex- 
pended enormous quantities of manpower and capital in creating a merchant 
navy. We were very glad to have that merchant navy then and we appreciate 
the great importance which the United States merchant navy still has in peace- 
time and for defense purposes. We further appreciate, of course, that it is for 
the United States, and the United States alone, to decide which measures are 
necessary to solve the problems of her defense. 

But we had hoped that, if the United States finds it necessary to give support 
to the maintenance of her merchant marine, it should be by other means, such 
as direct subsidies, and not by disturbing and bringing confusion into the natural 
free circulation of international shipping. 

Direct subsidies, such as the United States operating differential shipping sub- 
sidies, do not interfere with an integrated world freight market. Such a market 
may exist in spite of shipping subsidies as long as the shippers are free to choose 
vessels irrespective of flag. International agreements against flag discrimination 
do not, therefore, relate to such subsidies. 

It may, however, also be pointed out that the arguments based on defense needs 
have lost weight after the shipping nations, who are members of the NATO com- 
munity, have taken on the obligation in case of an emergency to put all their 
ocean tonnage in a common pool to be administered by the Defense Shipping 
Authority situated in the United States and England. The tonnage of the 15 
NATO nations represents by far the greatest part of the world’s shipping. In 

this connection I may perhaps, as a Norwegian, point out the services rendered— 
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in spite of the German occupation of Norway—by the Norwegian merchant marine 
to the allied cause during the Second World War, when 50 percent of the Nor- 
wegian merchant fleet was sunk. The same service was rendered and about the 
same losses were sustained by the merchant navies of the other western Euro- 
pean shipping nations. 

According to the Defense Shipping Authority agreement it is not the merchant 
fleet in an individual country which matters, but the combined fleets of all the 
member countries. That seems to be of greater value than the security provided 
by even a large merchant fleet of any single nation. 

It is certainly difficult for other members of the NATO community to under- 
stand that defense reasons can be used in United States for invoking cargo pref- 
erences which do great harm to the world markets of the merchant fleets of her 
allies who are economically dependent upon the freedom of the five seas, which 
even in some of the countries may reduce their capability of providing means for 
military purposes. 

We have here, I think, an instance of a great difficulty which is characteristic 
of extreme protectionist restrictions generally. The immediate benefits to those 
protected are easy to see and generally understood. The harm done to other 
groups in the country and to other nations and the general distortion of inter- 
national economic relations are much more complicated and difficult to see and 
understand. The more reason, therefore, that they should be studied. 

In relation to the said pooling agreement it may be referred to the previously 
mentioned speech by the Canadian Minister of Transport, in the Canadian Parlia- 
ment, where he stated that Canada would not enter upon the road of flag protec- 
tionism. Regarding the problem of shipping and defense he referred to the agree- 
ment under the North Atlantic Treaty Organization (NATO) to pool shipping, 
which pooling arrangements, he stated, were satisfactory (Journal of Commerce, 
May 12, 1953). 

In connection with what is said above about direct subsidies and the defense 
problem, there is reason to point out the conclusions in the report of the Commis- 
sion on Foreign Economic Policy of the United States of America—the so-called 
Randall Committee in 1954: 

“The Commission recommends that the statutory provisions requiring use of 
United States vessels for shipments financed by loans or grants of the United 
States Government and its agencies be repealed and that support sufficient to 
maintain a merchant marine adequate to our national requirements be provided 
by direct means, such as those provided for under the Merchant Marine Shipping 
Act of 1936. 

“The Commission recommends that the determination of the active merchant 
fleet requiremeuts of the United States for the purposes of the Merchant Marine 
Shipping Act of 1936 take account of the availability of foreign vessels and of 
the importance to the balance of payments of foreign maritime nations of their 
dollar earnings from shipping services. It recommends that such requirements 
be determined by a high-level interdepartmental committee within the United 
States Government, based upon these considerations as well as those enumerated 
in the act.” 

If direct subsidies are found necessary, they should, in our opinion, be published 
and precisely defined. The cargo preference systemi—as applied in the United 
States—besides interfering with efficient and cheap services of ocean shipping— 
also implies unspecified and unlimited forms of subsidies. This is so because 
United States has established a dual freight market rate system for ocean 
tramships, a higher market rate for United States-flag ships than the world 
market for foreign ships, the difference in rates being paid by the United States 
Government. The difference has been substantial. When the market rates 
were at their lowest, the freight rates paid to United States trampship owners 
ea more than twice the world market rate at which foreign ships were to be 

ad. 

The promoters of the cargo preference system in the United States sometimes 
give as a second reason that American ships in many other countries meet flag 
discriminatory measures of a varied character, thereunder also by way of 
exchange regulations. The Western European nations, however, are not only 
meeting shipping discrimination in the United States, but, as shown, in many 
other countries which by way of imitation or retaliation have introduced cargo- 
preference system and which often have exchange regulations. On the point 
of exchange restrictions I cannot do better than quote from an essay by Prof. 
Wytze Gorter, associate professor of economics at the University of California, 
about United States Merchant Marine Policies, printed in 1955, published by 
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the International Finance Section of the Department of Economics and Sociol- 
ogy, Princeton University. Professor Gorter states: 

“Economists generally agree that eargo preference is detrimental to world 
trade and should be abandoned. Many steamship operators view the matter 
differently. They argue that without American carge preference on aid ship- 
ments, the foreign exchange control regulations of other nations would deny 
United States lines the right to compete for the traffic. Foreigners retort by 
pointing out that they could get more needed aid per dollar of grant if they 
were permitted to use their own vessels and to spend the dollars granted on 
goods, not on services they can easily provide for themselves. American ship- 
ping men rebut that exchange control regulations on nonaid commerce are 
already so strict that United States vessels are badly handicapped in foreign 
trade. 

“These charges are difficult to substantiate. Records of the State Department 
and Maritime Administration reveal fewer overt acts of exchange discrimination 
against United States-flag shipping that the industry’s protest would indicate. 
It is to be noted, moreover, that most of the protests registered by the industry 
involve trade with Latin America, which has received only very small amounts 
of aid, rather than with Europe and Asia, the major recipients of aid. 

“One may well wonder, therefore, how cargo preferences on aid shipments 
provide retaliation against these foreign restrictions. They are essentially 
compensatory and not retaliatory. 

“United States shipping companies no doubt have been hurt by foreign ex- 
change and other discriminatory regulations. So have other sellers of American 
merchandise and services. It is pointless to try to determine in each case who 
shot first in the war of discrimination. All participants have been both helped 
and hindered by the gunfire of cargo preference and exchange control. From 
the standpoint of international economic welfare, all nations, including the 
United States, may be judged losers. For the latter, the losses are especially 
significant. The costs of aid are higher than they would otherwise be. 
Foreigners, denied the chance to economize dollar e:change on shipping services, 
merely buy less from other American sellers. Underdeveloped countries, yearn- 
ing for merchant navies of their own, imitate cargo preference. The end result is 
overtonnaging and economic waste all around. No country win this war. Re- 
sources are wasted, the wrong things are produced, and the benefits of competi- 
tive world trade are reduced.” 

In any case the charge that United States shipping is meeting flag discrimina- 
tory measures in some countries should not constitute any logical and justified 
reasons for instituting the cargo preference system as a general rule. The 
logical conseyuences seems rightly to be that the United States should only dis- 
criminate against the specific flag-discriminating countries in question. In this 
connection it is worth noting that the Public Advisory Board for Mutval Se- 
curity in the United States was instructed in 1952 to draw up a report with pro- 
posais for such trade measures as would serve to increase international com- 
merce and the economy of the free world. The Bell report—as it has been 
called—was published in 1953. It states that any country which gives American 
ships the right to compete for cargoes on an equal footing with national ships, 
should enjoy the same rights in relation to American cargoes. The report con- 
cludes by making the following recommendation with respect to shipping: “The 
cargo preference by which 50 percent of the cargo on aid and loan shipment is re- 
served to domestic carriers not to be applied to countries that let American 
shipping compete on a fair basis.” 

One of the sponsors of the United States of America cargo preferences has put 
forward a third reason for their necessity which is difficult to understand. 
The chairman of the House Merchant Marine and Fisheries Committee, Mr. 
Bonner, in the House of Representatives on the 7th of March 1955 (Congres- 
sional Record 2061) told his colleagues: “If the foreign nations who are now so 
opposed to this 50-50 program have their way and were to drive our fleet from 
the high seas, I do not know what would become of our export business. The) 
would so arrange their sailings as not to be beneficial to the American exporter 
but would so operate their flag ships entering our ports to best serve their com- 
merce.” The answer to this seems to be that supposedly American businessmen 
doing exports and imports know that Western European shipping is privately 
owned, operated by businessmen who know that if they shall do business, they 
must try to give the best possible service to their customers. If not they are out. 

Shipping as we know it in Western Europe, is an essentially private enter- 
prise and shipping people admire the outstanding achievements reached by the 
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United States through the system of private enterprise and liberal economic 
principtes. We have noted that the aim of the United States often has been 
expressed to be that the principles of private enterprise and liberalization shall 
also apply in international economic intercourse and we have observed the 
benefits that have followed from America’s generous attempts to restore economic 
stability throughout the world. It has been all the more disappointing, there- 
fore, that in the sphere of ocean shipping the United States has passed legislation 
which means greater restrictions and government control of private business, 
in clear contrast to the liberal principles which specially ought to govern 
international shipping. 
THE FUTURE 


May a great increase in cargo preferences be expected? 

For the future pattern of international shipping it is not the direct effects of 
cargo preferences on shipments to and from the United States of America 
which are most disturbing. Much more alarming are the indirect effects which 
the United States shipping policy has had and is certain to have. The United 
States plays such a large part in the world’s economy today that the principles 
which she adopts in international economic relations, will influence and in many 
cases decide the line to be followed by many other nations. Many less highly 
developed countries are only too ready to accept the same principles as the United 
States and may be expected to widen them. This may again call for retaliation 
from other countries and may thereby give rise to a war of restrictions and dis- 
crimination, 

The defenders of the United States cargo preferences argue that they only 
apply to commercial cargoes where there is Government financing by loans or by 
cuaranties. There are, therefore, it said, no justified reasons why others should 
use cargo preferences for commercial cargoes where there are no Government 
guaranties, etc. 

It is, however, to be feared that this line of argument will not carry any weight 
whatsoever. If flag preference is to be accepted where the United States Gov- 
ernment in some way or other has a finger in the pie, the consequences must be 
that Other governments which in varying degree follow a policy of nationalized 
foreign trade, of state bulk buying and bulk selling, or export support by Govy- 
ernment credits or guaranties or subsidies, etc., shall have a free hand to give 
preterence to the national flag. Im such circumstances it cannot be expected 
that countries which in the main base their economy on private exports and 
imports, without Government support or interference, will refrain from re- 
taliating by regulations binding their private importers and exporters to employ 
the national flag. In fact, in countries of the latter kind it has been expressly 
stated that if other countries connect Government activities in the field of exports 
and imports with preference for the national flag, it is bound to lead to counter- 
measures. 

Many of the nations which have instituted bilateral and unilateral cargo pref- 
erences have expressly quoted United States of America policy as a justilication. 
It may be of interest to give some evidence of this. 

India has several cargo preference clauses in her bilateral trade agreements 
and is giving cargo preference to the Indian flag in cases of imports and exports 
by the big bulk trading organizations of the Indian Government. In the Times 
of India in 1949, Mr. M. A. Master, former director of Scindia Steam Naviation 
Co., Ltd., and member of the Government of India’s Shipping Cooperation Com- 
mittee, made the following statement in connection with the start of the first 
“Indian shipping corporation.” 

“After enumerating the factors which he considered as favorable for the rapid 
srowth of Indian shipping, Mr. Master said that his Government should not 
heed the popular interpretation of ‘no discrimination’ and should follow the 
American lead in regard to the carriage of Government or Government-controlled 
goods by extending their patronage to Indian ships.” 

The Indian standpoint was also announced at the meeting of the Interna- 
tional Chamber of Commerce in Vienna on May 18—23, 1953, by the Indian dele- 
gate, M. S. H. Haji, who dissented to the resolution against flag discrimination 
on the ground that his country’s shipping must be protected, and he added, 
according to the report in Lloyd’s List of June 5, 1953: 

“It was in that connection that the phrase ‘50-50’ had recently attained uni- 
versal usage, as it provided a rough yardstick for measuring the maritime prog- 
ress of a country. Its importance lay in its adoption by the United States.” 
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Recently similar statements have been made by others, among them Mr. Khatou, 
chairman of the Scindia Steam Navigation Co., Ltd. 

In connection with her discriminatory exchange regulations, it was stated 
in April 1955 from the side of Brazil: 

“While this rule may appear to be discriminatory, it is in reality an attempt 
of the Brazilian Government to give some protection to its merchant marine, the 
same as other nations are doing, including the United States, if you consider 
the P. R. 17 of 1984 which was clearly put into effect to protect the United 
States merchant marine, at that time 100 percent. We are certain that the 
Brazilian Government or any Brazilian Government department has no desire 
to discriminate against anyone; however, if forceful measures are required, 
parallel with the Export-Import Bank P. R. 17 to bring some cargo to our vessels, 
then surely this measure should not be classed as discriminatory.” 

When Great Britain, together with many other nations, last year was pro- 
testing to the Chilean Foreign Office about the previously mentioned Chilean 
bill on cargo preferences comprising also private cargoes, the answer was “that 
the practice of reserving a certain proportion of shipping services to Chilean 
vessels arose some years ago in consequence of the requirement of the Export- 
Import Bank that all of their cargoes to Chile should be carried in American 
bottoms; in self-defense Chile has been obliged to take steps to reserve a 
proportion of this freight for Chilean ships.” 

The United States Government has also made representations to Chile about 
the bill, but the reports are to the effect that the 50-percent shipping clause 
recently attached to United States exports to Chile “completely destroyed any 
impression the United States note might have caused and has strengthened the 
Chilean Government’s decision to apply the discriminatory measures contem- 
plated in the bill.” 

In the case of Israel it is interesting to note that it has been urged that 50- 
percent clauses in connection with export and import have won general inter- 
national support and it has, therefore, been suggested that the import of citrus 
fruit to Great Britain ought to be reserved for British and Israelitic ships. 

The evidences cited give another proof that history sometimes repeats itself. 
Again we have a situation in the world where there is a widespread spirit of 
eargo preferences by way of limitation and retaliation (especially against 
Public Resolution 17). What was said by Ricardo more than 100 years ago 
can be applied word for word on the situation today. After pointing out the 
damaging effects of flag preferences to shipping and world trade, he stated: 
“But they do more—they perpetuate the navigation laws of other countries 
framed on the model of our own, either in the belief that we, the great leaders 
in the trade of the world, are right, or by way of retaliation for the injury our 
laws inflict” (p. 159). 

In June 1952 the United States Senate adopted a resolution, directing the State 
Department and other Government agencies concerned “to aggressively seek 
the removal of unfair discriminatory practices against American-flag vessels by 
any foreign country.” It may be asked, on what grounds shall the United 
States be able to oppose the drastic flag discriminatory measures of some South 
American nations and others where exports and imports are often government 
controlled, when the United States herself has also adopted a system of cargo 
preferences? And how then can the United States oppose very justified retalia- 
tion? 

What is said above, may show that the future American shipping policy may 
well be the most important factor deciding whether a nationalistic policy with 
restrictions and cargo preferences shall in the future dominate the sphere of 
international shipping. If the United States cargo-preference provisions should 
be repealed and the United States join the OEEC countries combating flag dis- 
crimination in the form of cargo preferences, there may be great hopes for the 
future. If the United States cargo-preference regulations are going to be per- 
manent, the evil effects may be expected to be widespread and long lasting. 


I am skipping pages 27, 28, and 29. 

The CHarrman. Why are you skipping? 
Mr. Lun». I do not think it is necessary to read it. 
The CHarrmMan. Why are you going to skip it? 
Mr. Lunp. If you want it read, I am very thankful. 
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Mr. WarkEN (reading) : 


‘We in Western Burope hope that the provisions may be repealed. We noted 
that President Eisenhower, when signing the cargo-preference bill in 1954, ex- 
pressed criticism of some of its provisions and the hope that the next Congress 
would reconsider them. The President had earlier stated his view that a mer- 
chant marine adequate to the defense of the United States was essential, but 
that support for such a fleet should to the greatest possible extent be provided by 
direct means. We have also noted that not less than three official committees 
dealing with United States foreign economic relations (the Gray, Bell, and 
Randall reports) have come to the conclusion that the cargo-preference system 
is not in the interest of the United States. Furthermore we have seen reports 
of rising opposition within the United States and within the United States Con- 
gress and have noted that the Senate Committee on Foreign Relations has been 
appreciative of the dangerous effects of the cargo-preference system. In a press 
interview the 6th of September 1944, the United States Secretary of Agriculture, 
Mr. Benson, expressed the opinion that “one as quickly as possible ought to get 
away from the rule that 50 percent of the cargoes which are shipped from 
American ports shall be shipped in American vessels.” Several comments in 
the United States press are expressing fears that the cargo preference provisions 
may be backfiring. There is reason to mention that United States economists and 
among them people who have made a special study of shipping, have also voiced 
the opinion that the cargo-preference system is not in the interest of the United 
States. 

A special subcommittee of the United States House of Representatives, 
Merchant Marine and Fisheries Committee has visited Europe this summer, the 
members having conferences with representatives of a few of the shipping nations 
in Western Europe. AS a result of the conversations the said special subcommit- 
tee has proposed to the chairman of the Merchant Marine and Fisheries Com- 
mittee that an international conference should be held in January 1956 on a high 
level about the cargo-preference system. The proposal has received support 
from representatives of United States shipowners’ associations. 

The leader of this special subcommittee on his return to the United States 
stated that the real objections to the cargo-preference provisions seem to lie not 
so much in what they provide, but in the danger that the provisions are misunder- 
stood or even “used” by other nations. He added, however: “To our surprise 
officials of these nations (Western Europe) indicate an understanding of the 
reasons why the United States enacted the law (cargo preferences).” 

There is reason to believe that the last contention must be based on a misunder- 
standing. I am, of course, not authorized to speak on behalf of the Western 
European governments, but I know the position so well that I can say this: 
What is understood by them, is that the United States wants to have a sizable 
shipbuilding industry and a sizable merchant marine and that they—consider- 
ing the high American shipbuilding and maritime operating costs—give support 
in various ways and among others through direct subsidies in the form of con- 
struction-differential subsidies and operation-differential subsidies. It is how- 
ever, not understood that the United States has revived cargo preferences em- 
bodied in Public Resolution 17 and Public Law 664 with their consequent severe 
damages to international relations in general and to cheap and efficient inter- 
national shipping services in particular. 

What is said here, is borne out by the facts. While cargo preferences at- 
tached to aid cargoes were accepted on the principle that one ought not to look 
a gift horse too closely in the mouth, there were numerous and vigorous protests 
against the bill proposing cargo preferences where the commodities are paid 
for. Representations were made to the State Department on this point by the 
Governments of Denmark, Finland, Germany, Norway, the Netherlands, Italy, 
Sweden, and the United Kingdom. Besides, the OEEC has made representations 
asking the United States to reconsider the position. 

Western European shipping nations have, however, not limited themselves 
to protests. That they take this matter very seriously is apparent from the 
fact that they are refusing to buy American agricultural products when ship- 
ping strings are attached. Norway and Denmark and the Netherlands have done 
so, and on the 5th of May 1955, Sir Edward Boyle, Economic Secretary of the 
Treasury, stated in the British Parliament that the British Government, while 
having accepted transactions with an element of aid, had declined further com- 
modities offered to the United Kingdom under Public Law 480 on the condition 
that the sterling proceeds would be expended by the United States on purposes 
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other than the provision of aid to the United Kingdom or to other countries. 
See Commonwealth Survey, No, 11, 1st of June 1955. 

The reasons behind all these refusals have been aptly expressed by Denmark. 
It might, therefore, be of interest, as an illustration, to quote the letter which 
the Danish Foreign Office wrote on the Ist of April 1955 to the United States 
eperation mission to Denmark, the American Embassy : 

“T have the honor to refer to Mr. Coe’s letter of March 11, 1955, with a pro- 
posal for negotiations between Denmark and the United States on a program 
for the sale of agricultural commodities under title I, Public Law 480, at a market 
value not exceeding $7.7 million. 

“The Government of Denmark have studied the proposal with great interest 
and hold the view that, in principle, such transactions may serve mutual interests, 
both in connection with the endeavors to expand multilateral trade and economic 
development, and through their contribution toward a coordinated and orderly 
solution of the problems arising out of the existence of agricultural surplus stocks 
in the United States. It will be known to the United States Government that 
since it is of vital importance to the Danish economy, that the marketing 
of such surplus stocks be implemented in such a way as to cause the least pos- 
sible disturbance to the normal international trade in and markets for agricul- 
tural products, the Danish Government have a permanent interest in consulta- 
tions regarding the principles and practical arrangements for such marketing 
of American surplus stocks. 

“In Mr. Coe’s letter it is stated. however, that American law requires trans- 
portation on privately owned United States flag vessels of 50 percent of the 
tonnage of each commodity shipped under the proposed program. The Danish 
Government hold it to be of paramount importance to the free and undisturbed 
flow of international trade among the countries of the Western World that ship- 
ping be not subjected to clauses under which all or part of international transport 
is reserved for the merchant marine of any particular country. 

“The Danish Government have, although with regret, up to now, acquiesced 
in the application of the 50-percent clause for shipment under the United States 
legislation on foreign economic aid. It has, however, caused the Danish Govern- 
ment grave concern, that this clause has been extended through the enactment 
of Public Law 664, amending the Merchant Marine Act of 1936, to cover all 
shipments which are financed by the United States and that this amendment 
is now being interpreted to cover shipments made under title I of Public Law 480. 

“In view of the magnitude of the surplus stocks and the precedent which is 
set for other nations practicing flag discrimination in commercial transactions, 
the application of this clause may cause serious damage to the shipping trade of 
other countries and also render more difficult the planned realization of United 
States surplus stocks under title I of Public Law 480. 

“The Danish Government venture to express the hopes that the United States 
Government may find it possible to reconsider the question of applying the 50- 
percent clause to shipments under title I of Public Law 480. Should steps to 
that end prove successful, the Danish Government will be pleased to enter into 
negotiations about the program outlined in Mr. Coe’s letter.” 

The preference defenders argue that sales, to which Public Law 664 applies, 
ure not sales in a usual sense, because the United States Government guaran- 
tees convertibility and accepts payment in the local currency of the purchasers. 
The answer to this is that it is a fact that Public Law 664, according to the words 
of the act, is applicable to sales where the purchase price is paid in full. To the 
Sales in question are attached different conditions, attractive and not attractive. 
The question of the possibility, for the time being, to pay in local currency may 
be attractive, while, on the other hand, the shipping provisions attached are very 
unattractive, considering the worldwide damages which the United States cargo- 
preference system has caused to the markets of the prospective purchasers. One 
should think it is up to them to decide whether they want to buy commodities to 
which such clauses are attached. The reports show that the reasonableness of 
the attitude of the Western European nations is widely understood in the United 
States. The American Farm Bureau Federation has, in this connection, recently 
stated: ‘The 50-percent shipping regulation is not a way to bring markets and 
improve customers’ relations.” 

It is not only against the United States that the Western European shipping 
nations are taking the described actions. The attitude is based on a general 
principle, as witnessed by the fact that the 18 OEEC countries have opposed 
bilateral trade agreements containing clauses providing that the goods to which 
the agreements relate shall, as far as possible, be carried by vessels under the 
flags of the 2 parties. The OEEC resolution is as follows: 
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“Participating countries should not enter into agreements with each other or 
with any other country, the effect of which would be to influence shipping in such 
a way that the participation of any flag is excluded or hampered. Existing 
agreements to this effeet should be terminated as soon as possible.” 

Mr. Lunp. Mr. Chairman, may I first thank Mr. Warren for being 
so kind as to read this long statement? And may I thank you, too, 
for your attention. It was very long, I am afraid. 

The Cuairman. The committee was interested in hearing the state- 
ment in its entirety. 

Mr. Lunn. Thank you. 

I would like, for a few minutes, to stress one point, Mr. Chairman, 
and that is the matter of defense. 

I have on page 17 referred to an agreement within the NATO agree- 
ment for the pooling of the Western European countries merchant 
navies, together with the United States, in case of war. 

I have been somewhat surprised, Mr. Chairman, in reading the re- 
ports of this conimittee, that—if I am not mistaken—there has been no 
reference made to that, and there has not been any evaluation of what 
the United States can certainly. caleulate on, with respect. to using the 
merchant navies of the Western European countries in case of war. 

[ would say that the Defense Shipping Authority agreement for 
the pooling of all the NATO nations’ ships is very important. And I 
aa say as my opinion that you can caleulate on having them for 
the defense of the United States as a certainty. 

Of course, nothing is certain in this world, Mr. Chairman, but I 
think that among the many important things that the United States 
has to calculate on in the event of war, this pooling of the merchant 
navies is one of the most certain things. 

When I state this I base it on my own experiences and what I know. 
| — I can speak with some authority on this. 

\s I told you, I was in the Norwegian merchant navy during the 
war, and I saw then the combination of the allied war effort reg: arding 
the combined allied merchant navies under the so-called combined 
Adjustment Board. Later there was formed the United Maritime 
Authority in 1945 directing all of the merchant navies of the allies. 

This agreement of the Defense Shipping Authority is a restricted 
document, and, if the committee would want to go into the details 
of that, they would have to call in the State Department. 1 do not 
think, however, that that is necessary. What is going to happen will 
be understood from what happened during the last war. 

The United Maritime Authority operated when the United States 
was still at war with Japan. And until 1946 all the tonnage was 
pooled, and all nations that wanted shipping had to send in their 
demand for needed shipping space, and the United Maritime Author- 
ity allocated ships which were in position and suitable ships against 
these programs for cargo space. It may seem a difficult thing to do. 
lsut it was done efficiently to everybody’s satisfaction and to the satis- 
faction of the shipowners. 

You may say perhaps, Mr. Chairman, that an agreement to this 
effect may not count so very much in case of war and where the nations 
are striving for their lives. However, I suppose you will agree that 
the Western E uropean countries usually keep their agreements. 

But there are much stronger grounds for calculating it as a cer- 
tainty that these merchant navies are going to be available. It is not 
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only the ideological reasons and the sympathy and the impossibility 
of existing together with the eastern countries. There are more tang- 
ible reasons, and those are economic reasons. 

The merchant navy of Norway—and this applies to the merchant 
navies of Denmark, of Holland, and England, which are the most 
typical maritime nations—can only exist in the atmosphere of the 
free world. They have grown up under that. They are sailing under 
the protection of the men of war, the navies of the Allied Nations in 
peacetime. They have to take the consequences, and they certainly 
are going to do it. And they are going to do that even if they are 
overrun. 

In that connection, the merchant navies are of more worth than shore 
industries established in Europe. If Europe should be overrun they 
will not be with you, but the merchant navies will. And that is proved 
by the fact, Mr. Chairman, that in the last war all of Norway was occu- 
pied, and Holland was occupied, but the Norwegian merchant navy, 
nearly 90 percent of it, was out, and it was in the war effort the whole 
time. At some periods it carried nearly 50 percent of the petrol to 
Great Britain from the United States. 

It is absolutely inconceivable that that should not happen again. 

What I say here about the Norwegian merchant navy applies to the 
other merchant navies. They will be in for good or bad in the fight 
: ith you to the end. That is my conviction, and I would calculate on 
that. 

The CuarrMan. Have you finished ? 

Mr. Lunp. Yes. Just a few words more. 

The Cuarrman. Go ahead. That is all right. 

Mr. Lunp. When we operated the United Maritime Authority the 
Executive Board there consisted of representatives of the United 
States, England, the United Kingdom, Norway, and Holland. It may 
very well be that we shall sit in again together. 

You may perhaps conceive, Mr. Chairman, that it was a bit surpris- 
ing for me to hear what one of your committee members said the other 
day when it was mentioned all the other countries which now use 
cargo preferences. He said—if I did not misunderstand him—‘*Why 
do we listen to these European nations? Why don’t we follow a 
common policy with South America, India, and other eastern govern- 
ments in this relation ?” 

But that does not only mean that the United States will go in for 
creating merchant navies by artificial and arbitrary ways, in South 
America, but also in India, in Egypt, which uses cargo preferences, 
in Saudi Arabi, in Iraq, which has just established a merchant mar- 
ine company. These coutries do not have big merchant marines today 
and are not so dangerous. But in the maritime field you may find that 
in a few years’ time they may be able to change the whole picture. It 
is very easy to do it by cargo preferences. "The government doesn’t 
have to pay so much, but the cost of doing it is spread through exports 
and imports on the general public. 

Viewed in this ligh:, Mr. Chairman, it may perl:aps be said that in 
the long run, cargo preferences are not to the advantage but to the 
detriment of the defense of the free world and the United States. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Lund, you certainly have made a strong case 
for your side of the picture. Now we must reverse the table. 
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This committee is charged with the responsibility of maintaining 
a strong merchant marine for the United States Government, both 
for commerce and national defense. We have found ourselves on two 
occasions left here without the benefit of an American merchant 
marine, not only for our national defense but for our export and im- 
port commerce. 

On the first occasion we practically had nothing, in World War I. 
In World War I, from the period 1914 to 1917, there were 3 years that 
our commodities were congregated and congested on the docks of 
America with nothing to take them out of the country, and nothing to 
bring in what we needed. 

Then we had an experience in World War II similar to that. 

Now we are all friends. We are all working for the same purpose. 
You need us, and we need you. 

You have mentioned the possibility of Europe being overrun. We 
would eventually, some day, have to come to your assistance, which 
we did on both occasions that I have mentioned. Therefore, I call 
to your attention the fact that our exports congested and deterred the 
war efforts that we desired to make in your behalf. 

Certainly we must maintain the economy of this Nation if we ex- 
pect to be a strong ally to those nations in distress. 

This is not considered, and it is certainly not hoped, that we will 
be forever having to extend assistance to our friends. But this is to- 
day, it so happens, the largest available cargo to a segment of our 
merchant marine that we feel is essentail and have we feel we have 
a right to have on the high seas. And it is difficult for us to find a 
way to subsidize that segment of our merchant fleet. 

We extended ourselves greatly in replacing the lost bottoms of the 
world. And we were certainly most generous in rehabilitating our 
friends in their maritime efforts and their maritime commerce in the 
field of business. 

As J say, this is not considered to be anything permanent. And 
here at home it is not considered as meaning we are establishing a 
policy, a permanent business policy of requiring any part of our 
import-export commerce for our American-flag vessels. 

In the normal trade, with reference to the Export-Import Bank, 
what we ship is not carried 50-50 on the American-flag ships even 
though the law provides it go 100 percent. Have you looked into 
that? 

Mr. Lunp. Mr. Chairman 

The CHarman. Had you given consideration to the facts that I 
have stated? They are facts. It is not an exaggeration; those are 
facts. When you made your speech had you given consideration to 
our position ¢ 

Mr. Lunn. Yes; I think so, Mr. Chairman. 

It may appear from my speech that I have followed quite closely 
what you have said all the time. 

The Cuarrman. I grant you it is a splendid chamber of commerce 
address for business reasons. But for the overall picture of the world 
defense among those with which we have associated ourselves for 
freedom and for peace on earth, is it to their best interests? 

Mr. Lunp. Mr. Chairman, I think I have given the reasons from 
my standpoint, and I think I have considered what you say. 
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You say that this is not a permanent thing. But what has fright- 
ened us very much indeed is that the Cargo Preference Act, it is said, 
is to provide permanent legislation for the transportation of a sub- 
stantial portion of the foreign commerce, and then follow the 50 per- 
cent rule. And the public resolution, is permanent, too. 

The CuatrrmMan. What is permanent? 

Mr. Lunp. Public Resolution 17. You mentioned that that pro- 
vides 100 percent shipping carried. 

The Cuarrman. Yes. But we do not have under discussion here 
Resolution 17. We only have here before us the 50-50 provision. 
And these hearings are held for the purpose of hearing you and others 
express their opinion on it. 

It has been decided by the Congress of the United States that it is 
to the best interests of the national defense and our commerce. 

So we are not considering 17. 

You speak of the permanency of the 50-50 legislation. 

Mr. Lunn. Yes. 

The Cratrman. You will notice further in the act it is only perma- 
nent so long as we render aid to our friends. The provisions of it 
are easily read to understand that it does not apply to normal ehan- 
nels of commerce but only where we are giving preferential assistance. 
And it can be discussed as well as to the transactions under the present 
programs of normal trade. But, in the light of all the provisions 
around them, it is evident and clear that the idea is assistance and 
preference to those countries who need the surplus commodities. 

Now whenever a nation is in a position to purchase on free exchange, 
50-50 does not apply. And where American ships are unable to ren- 
der the service, then 50-50 can be disregarded, as has been pointed 
out here in these hearings. 

Mr. Lunp. Well, Mr. Chairman, I must say I do not agree with you. 

The ae AN. Sir? 

Mr. Lunp. I do not agree with you. 

The Cuamrman. Of course, that is your privilege and your right. 

sut that is the intent of Congress nevertheless. 

Mr. Lunp. Yes; I understand that. 

The Cuatrman. You understand it? 

Mr. Lunn. Oh, yes. I understand you have a very different posi- 
tion, Mr. Chairman; certainly you have. 

The CuatrMan. No; we do not. I do not think my position and 
our position is difficult. I do not think that. I cannot agree with 
you on that. 

I can well understand your position, and IT was hoping you would 
be charitable enough to understand our position. I well understand 
yours. If I were a representative of some industry of your nation I 
could readily understand why I would want to see the maritime seg- 
ment of your nation earn dollars. 

Your ships are welcomed and your citizens are welcomed and the 
commerce between your nation and our Nation is welcomed. But 
here we are dealing with a particular and a peculiar situation that. we 
certainly ought to take ev ery means possible to shortly wind up, as we 
might say, and then let you go out on the high seas and fight for busi- 
ness in accordance with your speech. 

Mr. Garmatz ? 

Mr. GArmMatz. No questions. 
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The Cuarman. Mr. Tollefson ? 

Mr. Totiterson. On page 17, Mr. Lund, you say that the arguments 
based on defense needs have lost weight because of the NATO agree- 
ment providing for a defense shipping authority, which agreement 
provides for a pooling of NA'TO memberships. 

Can you tell me what happened during World War IT with respect 
to how the ships of many, if not all, of those same countries were 
used ¢ 

You say there was some sort of arrangement during World War II. 

Mr. Lunp. Yes. 

Mr. Totierson. And this NATO agreement is something similar 
or perhaps an improvement upon that arrangement ¢ 

Mr. Lunp. Yes. It is on the lines of what was called the United 
Maritime Authority operating at the end of the war, from 1945 
to 1946. 

Mr. ‘Totierson. The point I am getting at is that you say that be- 
cause of the NATO agreement our defense arguments lost weight. I 
notice in your statement that you have run back in history at least 
100 years on the basis, I suppose, that you can best judge the future 
by the experiences of the past, or at least taking a look at the experi- 
ences of the past. 

Mr. Lunp. Yes. 

Mr. ToLLerson. Now we had some experience as a Nation im World 
War Land in World War II. In World War II we found that we could 
not depend upon the shipping facilities or the ships of these same 
NATO nations, and we were fortunate enough to be able to supply them 
with 514 million tons of ships as against, I think the figure was, 700,000 
or 800,000 tons of ships supplied by them to us. 

There are those historians who will say—some of the recent ones 
that. we came within an ace of losing World War II, and the only 
reason we did not was because we were able to produce the ships to 
meet what was then the No. 1 priority, namely, the carrying of cargo 
from here to Europe. And that statement came from no less a gen- 
tleman than the head of the United States Shipping Authority in 
World War II. He came before the committee a year or two ago and 
said that the No. 1 priority in World War II was the carrying of cargo 
to Europe. 

Based upon that experience, you can see the predicament of this 
committee not wanting to take any chances on being caught short of 
ships oases, and why we are so anxious to have an American merchant 
marine in being, or at least a nucleus fleet plus the shipbuilding 
facilities, 

Could you say really that our defense arguments have lost weight 
because of NATO in view of World War LI experience / 

Mr. Lunp. Mr. Chairman, the western European countries repre- 
sent about 50 million gross tons of the most modern and best merchant 
fleets there are, which, as I have said, are at the disposal of the defense 
of the NATO nations and the United States. And I further stated 
here that in the long run anyway, if you are going in for a system which 
has been adopted by not only the South American governments but 
by India, by Saudi Arabia, by Indonesia, by Egypt and so on, you are 
going in for a system which ‘will cause a redistribution of tonnage in 
the world by artificial and arbitrary means, thereby reducing the ad- 

vantage of the European merchant navies. 
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Mr. Torterson. Your approach has been a general overall picture. 

Mr. Lunp. Yes. 

Mr. Totierson. I appreciate that. 

And may I say, incidentally, that you have made a fine statement 
and a good argument in support of that overall situation and picture. 

But we feel that our past experiences impel us and compel us to do 
something to maintain an American merchant marine in the defense 
of our country. If it were not for the defense argument then we would 
be hard put to justify even our subsidy program. And I just cannot 
agree with you, sir, that our defense argument loses weight simply be- 
cause of the NATO agreement. 

Incidentally, where was the NATO agreement when we were at 
war in Korea? 

Mr. Lunp. Mr. Chairman, I must say, of course, I have the greatest 
respect for the American merchant marine, having seen their fine per- 
formances in the last war, and the immense importance it had. I un- 
derstand very well that you must maintain a merchant marine in peace- 
time to keep, anyway, the nucleus merchant marine and the shipyards 
going. I certainly appreciate that. But we cannot agree to this means 
you use because it will have a destructive effect and will cause redis- 
tribution in the long run of tonnage, or may cause it anyway. 

Mr. Totterson. Your arguments in your statement do have force 
and effect with respect to this whole picture if we were considering 
the matter of a normal commercial transaction, but we are not. 

We maintain that this is an exception from the normal commercial 
transaction. This is, in effect, as far as most of us are concerned, I 
think, another form of aid cargo. We do not consider it normal com- 
mercial transactions. 

Mr. Lunp. Mr. Chairman, we in Europe, of course, when we protest 
against this, do not only consider the Cargo Preference Act, Public 
Law 664, but we take into account just as much Public Resolution 17. 

The Cuatrman. I must say, sir, that we are not considering No. 17. 
We are considering only the 50-50 proposition. 

Mr. Lunp. Yes; but as far as Public Resolution 17 is concerned, 
it is certainly Government support for exports. 

The Cuarrman. You use 17 to strengthen your argument against 
50-50 then. That is the only reason you bring that up. 

Mr. Lunp. No; it is not. It is one thing in itself. But then if 
you take Public Law 664 it is not said in that act that it only applies 
where the United States Government guarantees convertibility. It is 
said in Public Law 664 that it applies also when the United States 
extends credits for exports; not for aid; for exports. That is how that 
stands. 

The CHatrman. You are speaking of offshore purchases. 

Mr. Lunn. No. The act as it stands, Public Law 664; the 50 per- 
cent rule applies if the United States Government extends credits, 
advances credits for exports. 

The Cuarrman. That is aid, is it not? 

Mr. Lunp. No. I would rather say it is a support of export. 

If you take Public Law 664’s application to Public Law 480 agricul- 
tural surpluses, it is sales. But in foreign countries, as I have stated 
here, it is for the governments to decide whether they think they are 
gifts. If they are gifts I can assure you I do not think many govern- 
ments will refuse. I do not think they are in a position to refuse even 
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if you have a 50 percent clause attached to it. And that is proved by 
what has happened in many years. 

But in these cases they do not think it is a gift, and then they say 
“Well, then, we cannot accept it because the 50-percent clause is too 
damaging.” 

Mr. Totterson. There is another question I would like to ask of 
you. 

First, did the foreign maritime nations register protest against 
Public Resolution No. 17 in the earlier years ? 

Mr. Lunp. As I stated here, Public Resolution 17 was passed in 
1934, and, having at the time insignificant effects, I don’t think it was 
noticed at the time really. It applied at that time to some agricultural 
sales to China, I have been told. 

I can tell you this, that just after the war in 1945 some countries 
applied for loans in the Export-Import Bank. Holland was one and 
Norway was another one. And then the 50 percent clause was 
attached. 

We shipowners at the time, in 1945, protested to the Government’s 
taking up suchaloan. And the Government at that time did not enter 
into it because of our protests. But in 1946 they said, “We must, 
for reconstruction after the war, have a loan.” And they accepted 
the 50-percent principle. 

That was in 1946. And Holland did the same. I think it was 
in 1945. 

It may interest you to see how that worked out. It so happened 
that, of course, they did not go 50 percent to the American flag 
itself. And there came complaints from Moore-McCormack who is 
running a line to Norway. The Norwegian Government had later to 
establish an office in New York, a Government office, to which all ship- 
ments had to be reported. If a firm had to send 10 machines, 5 were 
allocated to Moore-McCormick and 5 to Norwegian-American lines. 
That is how it operates. 

Mr. Totzierson. Generally speaking then, there was not any great 
objection to Public Resolution 17 in the years past. There has not 
been any great objection to it? 

Mr. Lunp. Not in 1934 because they did not discover it. 

Mr. Totierson. Just one further question. 

We have been concerned in this country by runaway flags, they 
are commonly called. Ships that have been registered under Pana- 
manian, Liberian, and Honduras flags. Are those runaway flags a 
threat of any kind to the free competitive shipping activities? 

Mr. Lunp. Mr. Chairman, this development causes great anxiety 
in Western Europe. The Panama, Honduras, and Liberian flags have 
a great advantage. I think the main reason why it is adopted is tax- 
ation or, for American ships, the costs, I suppose. The operators 
under these flags—and I do not think that applies to American opera- 
tors who have been allowed to transfer their ships—do not carry the 
usual burdens which other shipowners have regarding defense and 
regarding other purposes for which taxation is used. 

It seems an unhealthy state of affairs that you can only put up a 
brass plate in Liberia or Panama and live yourself in New York or 
London and operate these merchant navies. 

Mr. Totiterson. You would say that the Western European mari- 
time nations are concerned about that situation ? 
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Mr. Lunp. 1 would say they are concerned about that situation, 
ves. 

Mr. To.ierson. Have any of them done anything to combat it? 

Mr. Lunp. I should think that is very difficult to do. 

Mr. Touierson. I think that is all, Mr. Chairman. 

The Cuarrman. Mr. Robeson ? 

Mr. Ropeson. I noted, Mr. Lund, that you recited some statements 
which you said was history of 175 years ago and on up, and just 
what happened at that time. That was your - starting base, we might 
say. 

‘Now then you predict future effects of this. What I would like 
to know is what facts can you present of the current damage from 
this particular 50-50 provision, which admittedly applies in a very 
limited field and affects an almost negligible percentage of world 
commerce? What is the actual damage that is done now? 

What I mean is I do not believe that it can be assumed that this 
type of restriction can be expected to continue to apply and to be 
extended. This is just a particular 50-50 provision in a very limited 
field. 

So what is the current damage that 50-50 has done your country, 
Denmark and any other country ¢ 

Mr. Lunp. Mr. Congressman, I shall try to answer. 

With the spread of cargo preferences which I have pointed out— 
and I understand it has been pointed out by the State Department in 
these hearings—the damages may be very great, enormous. 

Mr. Roseson. What I want to know is what is the damage now. 

Mr. Lunp. But it is not possible to give an exact appraisal measured 
in money. And, as a matter of fact, the damage up to now to all the 
merchant navies is not so very big because the cargo preferences in 
all these countries are in their infancies. 

But, of course, if they are followed up, it will cause a redistribution 
of the world’s shipping and then the losses may be enormous. The 
regulations cause inefficiency in shipping and thereby higher costs. 

Besides the effects will be semimonopolistic situations which, of 
course, will increase the freight rates. 

But these cargo preference es especially have their effects in bad 
times when there is not full employment of tonnage. If there is full 
employment nobody care so much about it, but ‘if there is not the 
effects come. 

In 1948 and 1949 we had a relatively bad freight market. The 
same applies to 1953 and 1954 where we had a number of laid- up ships. 

Mr. Rorrson. May I interrupt you? 

Mr. Lunn. Yes. 

Mr. Roseson. I am not a lawyer. Maybe you are. You talk like 
one, and you are filing a pretty good brief. But I am unable to be 
made aware that any serious damage has been done by this or is 
being done right now. You expect.a jot of things to happen. 

We are almost persuaded that there is a great threat to the future, 
and that is why we are doing a lot of things over here. Some people 
think we will not have a future or a country either for a very long 
time, and we are trying to forestall that situation from developing. 

Has there not been a psychological effect on these statesmen and 
these people rather than a damaging effect? 
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Mr. Lunp. Mr. Congressman, if you mean the direct effects of the 
United States cargo preference es isolated, I would say then the dam- 
age has not been very great. 

Mr. Ropeson. It is this particular provision that we are talking 
about, 

Mr. Lunp. Yes, but it is the indirect effects that it has which are 
tremendous, which are important to us. 

Mr. Roseson. But those are anticipations of what may happen as to 
the effect on your foreeast of the future; aren’t they ¢ 

Mr. Lunn. Yes, that is true. 

Mr. Ropeson. But we have no way here in this American Con- 
gress to predict that anything is permanent that we pass as a law 
you know, in the way of permanent into eternity or something. This 
applies now. 

If some of your people are effective in their presentations, 50-50 
might not be in there in 1957. It is in there now. So why take it 
out. unless we know it has done damage right now? It certainly has 
been helpful. There is no doubt about that from our standpoint. 
It has been helpful in keeping a few ships flying the American flag 
available and in service with crews. 

Mr. Lunp. Mr. Congressman, the general effects of cargo prefer- 
ence—and I am not talking about the United States now, but the 

cargo preferences as applied today—have certainly caused quite some 

losses to, for instance, the Norwegian merchant navy in periods where 
the freight market has been low, have had empty cargo space because 
of these preferences. 

Mr. Ropeson. You mean damage right now? Today? 

Mr. Lunp. No, not at present. 

Mr. Roseson. You are sitting here today. 

Mr. Lunp. At present the freight market is relatively high. 

Mr. Ropeson. That is what I thought. 

Mr. Lunp. As a matter of fact, I have not calculated it, but I 
should think that today the American tramp vessels are in a posi- 
tion where the market rate is higher than the ceiling for the rates 
for the American tramp ships. So they will be able to compete on 
the market today. The market rate today is that high, I should think 
anyway. 

Mr. Rogpeson. We are looking into that, too. We are interested in 
that. 

That is all that I have, Mr. Chairman. 

The Cuarmman. Mr. Allen? 

Mr. Auten. Mr. Lund, first I want to express my appreciation for 
the cooperation that existed between our countries and their merchant 
marine facilities during World War IT and subsequently. I saw 
your ships in various parts of the world, and I think, from my own 
appraisal, that the cooperation was at least 100 percent. It was very 
on -h appreciated. But that leads me to another dilemma. 

I do not see where you could cooperate any more fully under the 
NATO agreement, and I would expect that in a future emergency 
similar to World War IT that within a few months we would find 
ourselves in relatively the same position that we did after that war, 
World War IT, had progressed a little bit. We found there that even 
before the United States entered the war the British had found it 
necessary to send over here to have ships built. I think that was the 
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origin of the Liberty ship program, that we just took a ship which 
they had developed. 

It took us on that occasion, on the west coast, from which I come, 
from 1939 to 1943 to build up to our ultimate potential in shipbuilding 
on the west coast. The east coast was in a somewhat better position. 
But it seemed to me from that experience and from similar experience 
which I have heard of in 1916 and 1917—although not with so much 
personal interest—that this Nation in any world emergency is likely 
to be called upon to both operate ships under its own flag and to 
build ships in this Nation in far greater numbers than its ordinary 
merchant fleet or commerce fleet is going to carry even as a nucleus 
during peacetime. 

So it seems to me that we must meet in peacetime the need for 
defense that is probably greater than our commercial needs would 
demand. I think we need to have a merchant fleet that is operating 
and exercising and using the shipyards both for repair and construc- 
tion to the same extent that we need—and all seem to agree that we 
need—an American Navy with the Navy yard. 

That is the first point in my reasoning. 

But with regard to this particular law, it has seemed to me that we 
have a surplus of commodities paid for by the taxpayers generally. 
And if we could agree on a program under which that surplus is 
disposed of, having been paid for in money from the general tax- 
payers, and disposed of at a price which is realizing to them, T think, 
95 cents on the dollar, as I have heard the comment here so far as the 
American taxpayers are concerned, and that if attached to that gen- 
eral program we could also support our merchant marine as a single 
transaction from our viewpoint, that might be, even at the financial 
cost, an advantageous thing for us to do. For my reasoning that is 
about as far as we did go. And I doubt that you understood the situa- 
tion as I seem to understand it. 

Would you say you had any conception of this transaction similar 
to mine ? 

Mr. Lunn. I am afraid I did not quite catch it. 

Mr. Aten. I am wondering if you or the other nations have con- 
sidered that, from the standpoint of the general public in America, 
this program under title I of Public Law 480, which is very similar 
to commercial sales, is at an expense of approximately or is realizing 
about 25 percent on the dollar that we have invested in the program 
which would come back potentially for the use of our American tax- 
payers, and it is only that type of cargo with which we have dealt in 
asking for a program which insures the use of some of our ships. 

Mr. Lunp. Yes; Mr. Congressman, I think that is considered. But 
the feeling in the European governments on this 50 percent is that 
they do not want to accept it if they possibly can say “No.” They 
think it is so dangerous a principle. 

Mr. Auten. I suppose that is just an area in which nobody is going 
to agree. 

Mr. Lunp. And you know in Norway the Government is much more 
interested in the shipping than the shipowners are. We have a labor 
government in Norway, and the taxation is very high. So their in- 
terest is greater than the shipowners’. 

The CHairMAN. You have what? I did not get the first part. 
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Mr. Lunp. I say the governments’ interest in the shipping in West- 
ern Europe and, for instance, in Norway, is greater than the ship- 
owners’ interest in the earnings because of “the high taxation in 
Norway. 

The CHarrMAN. We have that, too. 

Mr. Lunp. Yes; I know. 

Mr. AtLEN. From our standpoint, or my own anyway, the Govern- 
ment’s interst for defense reasons is possibly greater than the interest 
of the shipowners. So are we not ina similar: position then, each pro- 
tecting our own shipping but for slightly different reasons ? 

Mr. “Le Nv. Yes. 

Well, in Europe we are not protecting our own shipping. 

Mr. ALLEN. You are not in Norway to the best of your advantage 
and to the best of your ability ¢ 

Mr. Lunp. There are only commercial considerations for using ships 
in Norway. There are no regulations to benefit the merchant marine. 
To the Norwegian Government the merchant marine is only a source of 
income and nothing else. 

Mr. Auten. Can a Norwegian businessman and an American busi- 
nessman sit down together and make a deal and agree to use American 
ships ¢ 3 

Mr. Lunp. Yes; certainly. 

Mr. Auten. How would the Norwegian businessman pay for the 
American shipping? 

Mr. Lun. He gets dollars for that. 

Mr. ALLEN. From whom? 

Mr. Lunp. He gets them from the Bank of Norway. He is defi- 
nitely free to use dollars for American ships. 

Mr. Auten. That is upon his demand, unhampered by any request 
or restriction of the Government ? 

Mr. Lunp. No, sir; not at all. I think that applies to the whole of 
Western Europe. 

Mr. Atuen. Is it not true there are currency restrictions which to 
some extent regulate the use for dollars ? 

Mr. Lunn. That is true, Mr. Chairman, but not for freights. 

I would like to say a few words about that. 

You see, I mentioned here that within the OEEC there had been a 
complete liberalization of shipping services. The importer or ex- 
porter is free to use any flag he wants. And this in Western Europe, 
I believe, extends to American ships. 

[ heard a representative of the State Department say here the other 
day there were no complaints about discrimination against American 
ships in these shipping nations; for instance, Holland, Norway, Eng- 
land, Denmark—none at all. 

Another thing is, Mr. Chairman, that as regards exchange of goods 
there is not complete liberalization between the OEEC countries. 
The liberalization is very high there. It is about 90 percent. But as 

regards the trading in goods, there is still in Europe some restriction 
upon the purchase ‘of dollar goods. 

That is a very long story, and the reasons for that are many. 

Mr. Surenan. If, as you say, there is a restriction on the pure : ase 
of dollar goods, if they cannot purchase the dollar goods they can- 
not ship, can they ? 

Mr. Lunp. Yes, of course. 
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Mr. Suxeenan. How can they if they cannot buy merchandise? 

Mr. Lunp. Well, may I say this, Mr. Chairman: 

This has been illustrated by the Economic Report of the President, 
which was issued on January 24, 1956, and has been sent to the Con- 
gress. On page 146 it said that in Europe there has been a general 
relaxation of exch: unge restrictions regarding the purchase of dollar 
goods. Some countries, for instance, Netherlands, have scarcely any 
restrictions on the purchase of dollar goods; other countries which 
have a license system for dollar goods have very liberal license systems. 

And, of course, you know that the commercial export surpluses 
of the United States have been very big for many years, sia they 
are still very big. There is a balance. But the reason for that 
balance is the gifts from the United States and military expenditures 
in Europe, not of a permanent character. But there has been so 
for a permanent dollar gap, as it is called. The commercial export 
surpluses over the imports from Europe are so big that it is a very 
great problem to Europe. 

I can tell you this on that point, and that is they are planning for 
convertibility. All the European countries are working on that. 1 
know this because I had something to do with this. 

And in January 1955 the Council of the OKEC made a resolution to 
the effect that members shall, as far as they are able to, cease to dis- 
criminate against dollar goods. They shall extend the same liberliza- 
tion to dollar goods as within the OEEC countries. And OEEK(¢ 
going to investigate and receive reports about the progress of this pro- 

‘am. Eve -ybody is doing that. 

There has been a great improvement in 1955, and the American 
exports have been correspondingly increased. Lut still there is this 
surplus. It is calculated in the Randall report, I think, that the 
OEEC countries’ exports to the United States only make up for 60 
to 70 percent of the imports from the United States. One reason, of 
course, for the American exports is the high competitiveness of the 
American export industries and that the labor cost per unit produced 
is lower than in Europe even if the wages are much higher; this relates 
to the highly mechanized and dynamic industries of the United States. 

This is what all international organizations talk about: How 
shall Europe be able to make up for the dollar gap, and how shall 
we be able to reach convertibility’ That is what we are all trying for. 

It has been pointed out by the OEEC especially that one of the 
difficulties is that America—besides being so efficient—is furthering 
its exports by export support, while at the same time where Europe 

can compete, they have import restrictions. 

In the field of shipping Europe is able to compete and to earn 
dollars. 

The CHairmMan. Do you have any further questions, Mr. Allen ¢ 

Mr. Auten. I have one other question, I think, Mr. Chairman. 

If we come to the conclusion that our defense needs require a mer- 
chant fleet in operation of a certain size, and just, for example, per- 
centagewise, suppose we should determine that a fleet that was carry- 
ing 40 percent of our trade was the size we needed for defense pur- 
poses, and we got away from the cargo preference type of law but 
into some subsidy law that would put our ships in such a good com- 
petitive position that they could get the 40 percent of our trade or 
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whatever the figure might be, would not the law which gave them 
the Government support to enable them to compete so well bri ing about 
the same criticism from those that were losing the trade as the cargo 
preference law has now? 

Mr. Lunp. Mr. Congressman, I think we have repeatedly said— 
and I think that is exceptional in international] relations—that we do 
agree that you must support your ore ant marine, but that that is 
om by direct means—subsidies. I do not know if it is possible to 
help by writeot!s under taxation rules, and trade-ins of old ships with 
new ships and soon. Such direct supports do not destroy the market 
mechanism of world shipping and cannot so easily be taken up by 
others. 

The most important thing for us is the spread of this system of 
cargo preferences with consequent damage to the machinery of trade 
and shipping and the market mechanism. 

Mr. Auten. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Miller? 

Mr. Mitier. When did the countries mentioned enter into these bi- 
lateral agreements restricting the carrying of goods to the 50 percent ¢ 
When did that start ? 

Mr. Lunp. It started soon after the Second World War. I remem- 
her very well that when the Norwegian Shipowners Association did 
protest, as I mentioned, the 50 percent losses back in 1945, the cargo 
preference clauses in other countries did not exist. We only pointed 
out at that time that this was a dangerous precedent and may have 
effects. We did not at that time know of any of these things. It 
was just after that that all these regulations in other countries 
happened. 

Mr. Miniter. That is really a greater threat than the application of 
this particular law as limited as it is, is it not’ 

Mr. Lunp. No. ‘That is quite true because this Public Law 664 came 
in 1954, and at that time we had a lot of these cargo preferences in 
other countries. 

As it is pointed out in my address, they were caused by Public 
Resolution 17 which uses just about the same language as Public Law 
664. That is nearly the same language. 

Mr. Casey. Except it was 100 percent. 

Mr. Lunp. Except it was 100 percent; that is true. 

Mr. Mitier. Then what really concerns you is the effect of carry- 
ing out these bilateral agreements such as the one you mentioned here 
between England and Israel, for instance, and the carrying of citrus 
fruits. 

Mr. Lunp. Yes. 

Mr. Mutter. That is the thing that really has the maritime nations 
(listurbed more than the 50-50. 

Mr. Lunn. No, no, no. The Israel statement is not important. 
That was not put into effect even. I only mentioned that as an illus- 
tration for the whole idea 

Mr. Mitier. As I say, I know you only mentioned it for that. But 
you are concerned with the tendency toward this by other nations 
that started shortly after World War II in entering into these bi- 
ateral treaties. That is what really concerns you, if I read your 
document correctly here. 
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Mr. Lunp. Yes. Not only the bilateral agreements but also uni- 
lateral legislation in different countries. 

Mr. Miter. I have no further questions other than I would like 
to say that I wholeheartedly subscribe to what Mr. Allen previously 
stated when he started his questioning. 

The Cuarrman. Mr. Lund, did Secretary Benson’s statement have 
any thing to do with your fur ther resistance or your intensified resist - 
ance to the 50-50 shipping provision 

I will read what he said. 

In connection with disposals of surplus stock, Ezra Benson announced that 
there will probably soon be made a change in the American law according to 
which 50 percent of the goods have to be shipped to Europe on American ships. 

“I have,’ said Benson, “strongly recommended a change, and I know that I 
am supported by several Senators who have recently visited Western Europe.” 

“Of course, it is up to Congress to make the final decision, but there is an 
increasing feeling that we have to modify our demands if we shall have any 
hopes of selling. The 50 percent clause stems from the time when the United 
States sent large shipments to Europe as a gift. Now the conditions have 
changed and it is a matter of actual trade.” 


That is quoting Mr. Benson. Further, I quote him: 


From the European side, the United States has been severely criticized for 
the law which sets forth that at least half of exports from the surplus stocks 
must be transported on American ships. Mr. Benson stated that this 50 percent 
clause, which protects American shipping industry, is strongly opposed by the 
American farmers, and he himself was of the same opinion. 

“T have the feeling,” he said, “that this law will probably undergo a change. 

(Foreign Service Dispatch No. AGR-14, dated September 28, 1955. 
from which the above quotation was read, will be found at p. 55 93.) 

Now is the resistance in the three countries which we have under 
consideration stimulated by the fact of what Mr. Benson said, and 
are you waiting until Mr. Benson’s predictions come true to then go 
into your negotiations? 

Mr. Lunp. Mr. Chairman, I will answer “no,” definitely “no,” to 
that, sir. 

That position was taken when the law was already enacted. 

The CuarrMan. Wait a minute. You said “no.” I will take that 
for an answer to what I said. 

As a good purchaser, if what Mr. Benson says comes true, would 
you not ‘be a smart trader and wait until what he said comes true? 
Answer that one way or the other. 

Mr. Lunn. I did not quite catch it, Mr. Chairman. 

The Crarman. I say if you are a smart trader you would then be 
inclined to wait until Mr. Benson’s predictions come true; would you 
not ¢ 

Mr. Lunp. Yes, perhaps. 

The Cuarrman. Sir? 

Mr. Lunn. Yes, perhaps. 

The CHarrman. What do = mean, perhaps? 

Mr. Lunp. I don’t know; I don’t understand quite what you are 
driving at. 

The Cuarrman. [ean understand my limitation to make you under 
stand. But I understand well when I am in business that 1 wait for 
a better condition to arrive before T buy. 

You are arguing here against the existing conditions. So I asked 
you would you be inclined to wait until Mr. Benson’s prediction is 
tested before you purchase ¢ 


” 
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Mr. Lunp. I do not think that Mr. Benson’s statement has had any 
influence whatever on the European reaction to this legislation. 

Mr. Chairman 

The CratrmMan. You say it does not have any influence. So that 
is that. 

Now then it is to be assumed that there will be no further purchases 
then? 

Mr. Lunp. I did not catch that word, Mr. Chairman. 

The Cuairman. If Mr. Benson’s statement is not delaying the nego- 
tiation of the purchases, then it is to be assumed that there will be no 
further purchases. Is that correct ? 

Mr. Lunp. Mr. Chairman, they certainly made up their minds long 
before Mr. Benson’s statement. 

If I remember right—and you ought to know, Mr. Chairman—in 
March of 1935 I think the Farm Bureau Federation appeared and 
submitted a document to the Senate Agriculture Committee asking 
that Public Law 664 should not be applied to agriculture products. 
And there was further discussion in Congress in June, I think it was, 
of 1955. 

The Cuarrman. Let me ask you again: 

Here is a high Government official advocating just exactly what 
you are advocating. We agree on that, do we not? 

Mr. Lunp. Yes, and so has—— 

The CrHarrMaNn. He is advocating just exactly what you are ad- 
vocating. 

Mr. Lunp. Yes. 

The CHairman. Then I say is his advocacy affecting your delay or 
the delay of any of the three countries in negotiating the transactions 
to purchase. 

Mr. Lunp. I do not think so, Mr. Chairman. And that appears 
from the fact that the Government refused— 

The Crarrman. Then he has no great influence in your country or 
the countries over there / 

Mr, Lunp. The Scandinavian countries—Norway, anyway—— 

The CuarrMan. I say you would place no dependence on what he 
said then ? 

Mr. Lunn. Well, Mr. Chairman, the refusal—— 

The CHarrMan. I asked you. That is all. Wait a minute. 

[s that a fair assumption for me to make, that you place no depend- 
ence In his statement ¢ 

Mr. Lunp. Of course, we place just as much dependence on his 
sti atement. as the statement of the President and of the Foreign Af- 
fairs Committee of the Senate and the statements by the Randall Com- 
mission. Of course, all of this is encouraging to us, that there are 
-o many people and institutions and also many in Congress who are 
il opposition to this. 

The Cuarrman. Mr. Casey will ask a question. 

Mr. Casey. I would like to ask this one question: 

If Norway or Denmark had been disposed to purchase under title I 
of Public Law 480 notwithstanding previously indicated refusals, 
would they not have stopped and thought a second time in view of the 
statements by Secretary Benson that ‘he himself did not agree with 
0-50 and had a feeling that it was going to be re pealed 7 

Mr. Lunp. They refused to buy ‘long before Mr. Benson made his 
statement, 
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Mr. a Who did? 

Mr. Lunn. Denmark, for instance. 

Mr. Casey. Denmark was the one that you quoted. 

Mr. Lunn. I think Norway did. 

Mr. Casey. Were there any absolute refusals from Norway ? 

Mr. Lunp. We have been told by our Government that they have 
refused to buy because of the 50-50, 

Mr. Casey. We have had the people from our Government up here, 
and we have been unable to ascertain any definite refusals from Nor- 
way. The only definite refusal we could put our fingers on was the 
87.7 million from Denmark, 

They have told us that the negotiations were underway and that 
there is all likelihood that $40 million will fail because of the 50-50. 

But in that status of the situation would not the statement by a 

Cabinet officer from this country have a tendency to defeat any pos- 
“ible success in any negotiations then pending in those foreign 
countries / 

Mr. Lunp. All things of that kind are a bit encouraging in Europe. 

Mr. Casry. Encouraging to the extent that you refuse to consum- 
mate any negotiations until Secretary Benson had a chance to come 
back and work for the repeal of this 50-50 legislation ? 

Mr. Lunp. The facts prove that they had refused long before 
Secretary Benson’s statement was made. 

Mr. Casey. But they took shipments under the Mutual Security 
Act and the aid statutes, 

Mr. Lunp. Yes. And there has never been any opposition from 
anybody against accepting the 50 percent clauses with cargoes. 

Mr. Casey. I think the record should show the source of the infor- 
mation the chairman was quoting. 

This is a photostatic copy of a Foreign Service dispatch, unclassi- 
fied, dated February 28, 1955, from Copenhagen to the Department 
of Agriculture in W ashington, in which it describes the press cov- 
erage of Secretary Benson's trip to Europe, particularly Denmark, 
and states that 85 percent of the Danish, 243 daily newspapers, cov- 
ered the trip. And there are quotes from several of the newspapers, 
with particular reference to Secretary Benson’s statements on the 
50-50 legislation. 

Did you talk to Secretary Benson when he was in Europe? 

Mr. Lunp. No. 

I have this from a press clipping which I have here, from a Nor- 
Wwegian paper. 

I have never met Secretary Benson. 

The Cuatrman. Had you finished, Mr. Miller? 

Mr. Miuuer. Yes, I have finished. 

The Cuarrman. Let me ask you this: 

As a businessman, were you the purchasing agent, we will say, nego- 
tiating the transactions in Great Britain as a professional business- 
man, if these statements were made would you then defer negotiations 
until after it was cleared up, whether his prediction would come true 
or not? 

Mr. Lunn. I think it would have been done in any case. 

The Cuairman. I ask you then: This would have no bearing what- 
soever on you if you were a businessman negotiating these transac- 
tions? It would have no bearing whatsoever on your ‘continued nego- 
tiations ? 
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Mr. Lunp. That sort of statement from the United States officials, 
from Congressmen or from others, is, of course, encouraging for the 
possible success of the actions already taken, which would, I believe, 
1ave been continued. 

The Cuatmrman. And, therefore, I would be permitted to believe 
that you would, in other words, cease your negotiation, or not nego- 
tiate with any determination to purchase / 

Mr. Lunp. I can only state, Mr. Chairman, that I do not think it 
has had any decisive influence on the actions taken. 

The CuHarrman. Then I ask you again: His statements would have 
no influence on you whatsoever ? 

Mr. Lunp. That sort of statement is encouraging. I won’t say any- 
thing else. 

The CHarmman. Mr. Seely-Brown? 

Mr. Seety-Brown. Would it not a fair statement that if you find 
statements such as that encouraging you might find statements by 
other Members of Congress discouraging ¢ 

Mr. Lunp. Oh, certainly. 

Mr. Srety-Brown. You have to balance them out in your own mind 
before you reach any final decision / 

Mr. Lunn. Yes; that is true. 

Mr. Seety-Brown. Mr. Lund, I certainly join with everybody else 
in saying how grateful we are that you are here. As I understand 
it, you come entirely as a priv ate citizen 

Mr. Lunp. Yes, sir. 

Mr. Srety-Brown. And do not necessarily reflect the views of your 
Government ¢ 

As I have listened to the reading of your statement am I correct 
in saying that you yourself believe in an international economy with 
free movement of both goods and services 

Mr. Lunp. Yes, sir. 

Mr. Srety-Brown. And, although you cannot speak for your Gov- 
ernment, you probably feel that that is the feeling of your country ¢ 

Mr. Lunp. Yes; the Norwegian Government very often expresses 
the interest of Norway in a liberal, free, international intercourse. 
The fact is that Norway has perhaps the greatest foreign trade of all 
per capita. The United States has, of course, the absolute greatest 
foreign trade. But, per capita, the Norwegian, if you include ship- 
ping, is the biggest. 

Mr. Srety-Brown. Is it you feeling that the carrying forward of 
this 50-50 preference in the future might be a disrupting factor in 
that free flow of goods and services ? 

Mr. Lunn. I think that that sort of restriction is so dangerous that 
it is not only going to have repercussions in the shipping field but 
you might easily see that it has repercussions in the form of retalia- 
tions, restrictive measures, and new restrictive measures in trade, too. 

Mr. Srety-Brown. In connection with that, sir, could I ask this 
question: Does your country have a 20-percent tariff on certain metal- 
manufactured goods and fish products and certain paper products? 
And so forth? Do you have a tariff restriction of a nature which 
might run contrary to your views on the 50-50 preference? 

Mr. Lunp. As a matter of fact, I must say, Mr. Congressman, that 
I am not an expert on tariffs in Norway. I could not say that. 
The only thing I know is that Norway has relatively low tariffs. 
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Mr. Srety-Brown. It so happens that some of us in New England 
are concerned with the problems facing our fishermen. And it is my 
understanding that the tariff situation is not as reciprocal as you 
might suspect, from the statement you have made here. 

I am wondering if actually the tariff restrictions in your own 
country—and I am not saying whether you should or should not have 
them—but if the tariff restrictions which you have in your own 
country do not run completely contradictory to the philosophy which 
you have expounded here as to why we should get rid of a 50-50 
preference. In other words, if, in one case, you want 50-50 to be 
gotten rid of because you are a maritime nation and you want as 
much trade as you can, and understandably so, by the same token, 
when the shoe is on the other foot and you have your own basic 
industries which you have got to protect at home for your own 
ecnomy, you are perfectly willing to set up a trade barrier there be- 
canse then the shoe pinches on the other foot. 

Mr. Lunp. Well, I would like to say, Mr. Congressman, I men- 
tioned before the very big export surpluses over imports from the 
United States to the rest of the world and the OEEC countries. The 
exports of United States goods to Norway far exceed U.S. A.’s im- 
ports from Norway. That is made up by our shipping. 

May I mention one question to give you a picture of the interest 
some of these maritime countries have in the shipping earnings. For 
instance, Norway has no interest or very little interest in shipping to 
and from Norway. When we protest against these things it 1s not to 
get the agricultural surplus on Norwegian ships. That is of scarcely 
any interest at all. Norwegian ships are fully employed. 85 percent 
of the earnings from Norwegian shipping is earned in cross trades. 
They are trading from the Pacific to the east coast of the United 
States. They are trading from North America to South America 
They have liner services there. They have liner services from Aus- 
tralia right up to Malaya. That is the most important part of their 
income. And this partly relates also to the other maritime nations, 
Holland, Denmark, and England. 

I have heard it mentioned, “Isn’t that funny that these countries 
are not based on their own trade, and that they are just going around 
everywhere?” 

And may I also point this out, Mr. Chairman: I do not know if any 
of you have been to Norway. You will find there, just to illustrate, 
that nearly all taxis in Oslo and in all the towns and small villages all 
over the country are American. They are Dodges, Fords, Chevrolets, 
Plymouths, and soon. There is no legislation in Norway to the effect 
that people shall travel about in Nor way and goods shall be trans- 
ported in cars which are Norwegian-made. There are no rules to 
that effect at all, even it could be said to be important for the Nor- 
wegian Government, for the economy, and it would be important for 
defense purposes, to have a motorcar factory. We have no such fac- 
tory at all. 

There have been restrictions on the imports, of course, because of 
the balance-of-payment difficulties. But there is no protectionist 
restrictions. 

That is the situation. 

Mr. Srety-Brown. Shifting from that particular subject, does 
the 50-50 preference bill hurt your business 
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Mr. Lunp. I would say at present it has not hurt it if you do not 
consider the spread of cargo preferences to other countries. 

Mr. Srety-Brown. If, instead of the 50-50 Preference Act, which 
is presently in effect, we in this country decided to have a direct 
subsidy to our merchant marine, and in doing so we would then put our 
merchant marine in a bona fide competitive basis with your merchant 
marine, would that have an effect on your business or not? 

Mr. Lunp. Well, of course, that might have an effect on our business, 
but that would be an effect we would accept. 

Mr. Srety-Brown. That is the answer. 

Mr. Lunp. There is a dangerous principle in cargo preferences. 

Mr. Srety-Brown. What if we subsidized our fleet to such a degree 
that we would be in a much better competitive position than you? 
You might lose more by an action on our part of that nature than you 
would by just carrying on the 50-50 as we have it. 

We are on the horns of a dilemma also. 

Mr. Lunp. There, sir, you come into the sphere of dumping, don’t 
you? I think that is a hypothetic: al question. 

Mr. Srety-Brown. That is all. 

Mr. Roseson (presiding). Do you have any questions? 

Mr. Dincetu. I had several, but I was wondering if we should 
recess for lunch. I would be willing to make my questioning short 
and start now. 

I think that hypothetical question that was just asked by Mr. 
Seely-Brown, my colleague, deserves a very hypothetical answer 
from you. I would certainly like to hear it if I could. 

Would you answer that question of Mr. Seely-Brown? Or per- 
haps, to continue it another way, would you rather see us subsidize 
our merchant fleet so it was truly ‘competitive / Or would you rather 
have us continue our 50-50 cargo law? 

Mr. Lunp. We prefer, cer tainly , subsidies. 

Mr. Dineeti. Now along those lines, assuming that we were to 
subsidize our cargo vessels to such a point that they were not only 
cempetitive but that they were able to underbid your people on the 
world markets, what would your people feel about that ? 

Mr. Lunp. Well, if you came to a real dumping, I should suppose 
there would be opposition to it. 

Mr. Dinoexy. In your deliberations on the subject of our 50-50 
cargo law are you aware of the fact that the 50-50 cargo law only 
governs approximately 1214 percent of all liner exports from this 
country? Are you aware of that fact, sir? 

Mr. Lunp. Yes; I am aware of that. 

Mr. Dineetx. Are you aware of the fact that it only governs 20 
percent of all tramp exports from this countr y? 

Mr. Lunn. Yes; I am aware of that. 

Mr. Dixcetn. Are you then aware, sir, that it actually only governs 
a very small percentage of our total expor ts? 

Mr. Lunp. Yes; we are aware of that. 

Mr. Drneetx. And are you aware also of the fact that it is the feeling 
in this country that protecting this very small portion of our exports 
and protecting our merchant marine in control of that very small 
percentage of the exports is vital to the continuance of the American 
inerehant marine on the high seas? Are you aware of that, sir? 
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Mr. Lunp. As I said many times, sir, it is the indirect effects 
which are the most important to us. And if it is such a small part 
it is the more regrettable that it would have such worldwide effects. 

Mr. Dinceri. Let me make a statement at this point, and I think, 
in fairness, I should make it. 

I want you to understand that I have the greatest personal respect 
and admiration for you, particularly in view of your having come 
here to face what you might consider to be a hostile committee. I 
want you to know that, sir. And I want you to know also that I 
happen to have the greatest respect for your country and for its 
very fine merchant marine and for their contribution - not only the 
efforts which the United States has made toward a strong, free 
world but for their own contribution toward that very same end. 

I want you to know that and to appreciate that. 

I want you to also know that I have the greatest desire to have the 
maximum amount of free trade possible so that all the countries can 
benefit. 

Now let me ask you these questions, sir, and I think they are fair 
questions. 

Mr. Casey. Might I interrupt at this point? 

Mr. ae eLL. Yes, you certainly may. 

Mr. Casry. I notice, Mr. Lund, you have referred several times 
anne your statement to Canada as one country that does not have 
flag protection measures, and I think that you referred to certain 
statements made by their Minister of Transport in explanation of 
why they do not have flag protection measures. 

On the top of page 11 you make the first reference to Canada, and 


I think on page 17 or page 18 you refer to the fact that the Canadian 
Minister of Transport stated that Canada would not enter upon the 
road of flag protectionism. 

I would like to read to you, Mr. Lund, at this point from an editorial 
that appeared in the December 1955, issue of the Canadian Shipping 
and Marine Engineering News. And this has general reference to the 
plight of Canada in the disposition of surplus commodities. 


The Right Honorable Minister of Trade and Commerce has been touring the 
prairie constituencies explaining why no wheat is being sold. That is his busi 
ness, of course. Whether or not his explanations are accepted is largely the 
farmer's business. 

Mr. Howe carefully outlined several reasons why Canada now is stuck with 
one of the greatest wheat surpluses in history. We don’t know enough about the 
wheat-selling business to say whether or not they are all good reasons. The 
main ones seem to originate outside Canada. 

We do know that one of them is 100 percent home aid. Speaking to both the 
Saskatchewan and later, Alberta wheat pools in annual meetings, Mr. Howe 
said one reason why wheat is still in Canada is that “ocean shipping is scarce 
and high-priced * * *,” 

There is, of course, probably quite ample shipping space around—the trouble 
is only that it isn’t ours, and so we have to pay more for it than the wheat 
customers (if any) are willing to stand. The situation is, as we said, one which 
Canadian deep-sea shipowners and this publication have predicted for years 
We have said time and again that depending upon foreign owners to suppl) 
Canada with space requirements is at best dangerous and, at worst, outright 
foolhardiness * * *, 

Only 8 years ago Canada owned, operated, and controlled the fourth largest 
merchant fleet in the world. 

If we still had only a part of that fleet it could most assuredly have been 
called upon to help market the wheat and any other export surplus. Instead- 
and despite the Government’s professed realization of the acute need for shipping 
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space—we how havea Minister of the same Government hiding behind a deficiency 
of its own creation. 

Mr. Howe and the Cabinet cannot have both ways. Either the policies with 
respect to a Canadian-controlled merchant fleet have been all wrong—or he is 
all wrong in blaming the “lack of shipping” for the wheat situation. There is 
even a not-too-far-fetched suspicion that errors have been committed in both 
directions. 

I would like to ask you whether or. not this is what we might expect 
if we were to follow the suggestion and the recommendations of ( EEC 
and the Norwegian shipowners and abandon our 50-50 provision in 
connection with the disposal of our own surplus commodities and our 
own aid cargoes. 

Mr. Lunp. Well, Mr. Casey, that view has not been adopted by the 
Canadian Government. I think they are still of the same opinion. 
They will not support shipping. 

Regarding the question of the United States of America risking 
the same thing, I would like to mention to you that I have had some 
reactions from Americans I know on some statements made to this 
effect. And they point out to me—which I knew, of course—that that 
statement seems to them very strange because there is, you know, or 
there has been an enormous increase in American industrial power 
during, for instance, the intermediary war years. 

Mr. Casey. I am talking here about the Canadian situation, not 
the United States. 

Mr. Lunp. You asked if you could not risk the same. 

I mentioned to you the enormous exports from the United States 
hetween the First and Second World Wars, which were to a large 
extent carried by foreign vessels and the Norwegian lines. 

These people point out they were excellently served by very modern 
ships. The Norwegian merchant navy was the most modern in the 
world. There were no compl: ints as far as I know from, for instance, 
the representatives of the fruitgrowers of California who have been 
here expressing a concern about the 50-percent shipping rule. And 
they are shipping certainly by Norwegian lines to a large extent. 
They have not expressed any anxiety of that kind on the basis of 
previous experience, It is just the opposite, I think. They are very 
satisfied with it. They know it is privately owned, and they know, as 
I stated in my address, that the Norwegian owners and the other owners 
of the Western European countries are out to give service to the 
customers, and that is the only thing they want to do. 

Mr. Casry. Then, to put your position in its right perspective, are 
vou suggesting that we depend upon the Norwegian and Danish 
inerchant marine to carry our goods? 

Mr. Lunp. I am not suggesting that, but I think that what we are 
advocating, if it would be possible, is that commercial consideration 
should decide which ships are used. 

Mr. Dinceii. Would the gentleman yield ? 

Mr. Casey. Yes. 

Mr. Dincetx. You will not deny that the effect of what you have 
urged on this committee this morning would be, in effect, to transfer a 
large portion of the cargo which is now carried by American bottoms 
to the Norwegian and Danish and British shippers / 

Mr. Lunp. Well, Mr. Congressman, I certainly would have nothing 
against support to the U nited States fl: ag from our side if you coul d 
find other means of supporting the American merchant marine. 
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Mr. Dincetu. I think you beg the question, sir. And, very respect- 
fully, I am going to repeat it to you. 

Answer me this, sir, and give me a fair, truthful answer to it: 

You do not deny that the effect of what you urge on this committee 
this morning would be to transfer a very substantial portion of what is 
now carried by American bottoms to the Norwegian, Danish, and 
British shippers, do you sir? 

Mr. Lunp. That may happen if you do not find other ways of sup- 
porting it; yes. But that is not the important thing for us. 

Mr. Drnceti. You folks do not concern yourselves with it. But you 

can see why this committee would find itself very vitally concerned 
with that partie ular problem. 

I am going to quote to you a statement which is already in the record 
here, but I think perhaps you missed it. SoI will read it. I am quot- 
ing now from a statement that was made by Mr. Morse in his long, 
10-page written statement where he says: 

Even with the assistance of the law— 
referring to the 50-50 law— 
our vessels are carrying a smaller percentage of the United States foreign com- 
merce than at any time during the post-World War II period. Furthermore, the 
current participation of our merchant fleet in the United States foreign commerce 
is less than it was before World War II. 

Then he goes on to say, another sentence down : 


The overall reduction of United States flag participation in our total commerce 
is due to the reduction in United States flag carryings of that portion of our 
foreign trade which may be classed as commercial cargo. 

That is the opinion of our merchant marine people. As a matter of 
fact, that is the Administrator of our merchant marine, Mr. Clar- 
ence Morse. 

You can see why our committee is very vitally concerned. 

Let. me ask you some other questions here, sir. I have before me 
the report to Congress of our Mutual Assistance Administration, 
and they say this with regard to Norway, that Norway applies li- 
censing ‘authorities for both imports and exports to Norway. Is that 
true? 

Mr. Lunn. Yes; that is true. 

Mr. Dincetw. That is true? 

Mr. Lunn. Yes, sir, liberal licenses. 

Mr. Dinceti. You have been before us now this morning and you 
have told us about the bad economic trade morality of applying cargo 
preference of various forms. Have you not, sir? 

Mr. Lunn. Yes. 

Mr. Drineeiu. I want you to understand I am trying to be most 
respectful in my questioning this morning, sir. I certainly do not 
want you to take any of my questions the wrong way. 

Mr. Lunp. You certainly are. 

Mr. Dinceix. I hope we will be able to continue our mutual respect 
after this questioning is over. 

Now is it not a fact that that export and import control applies to 
everything which goes in and comes out of Norway? Don’t those 
controls apply to everything which goes in and goes out of Norway? 

Mr. Lunp. I have, Mr. Congressman, mentioned that before, that 
the purpose of the OEEC, is to reach liberalization. 
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The CuarrMaAn. Suppose we just say yes or not. 

Mr. Lunp. And Norway is a member of that organization, and 
Norway has liberalized trade within the OEEC, to 75 pee ent. 

Mr. Dincetu. It is also a fact that the great bulk of Nor way’s trade, 
import and export, is carried on Norwegian bottoms. Is that not a 
fact, sir? 

Mr. Lunp. I would like to mention—— 

Mr. Dinceuu. I just asked this question: Is it not a fact that the 
greatest percentage of Norwegian trade, import and export, is carried 
on Norwegian bottoms ? 

Mr. Lunp. If I have to answer yes or no, I must say no. 

Mr. Drncett. It is not? 

Mr. Lunp. No. 

Mr. Dince.tt. Do you mean to say that Norway does not carry the 


greatest bulk of its trade, import and export, on its own bottoms 
Mr. Lunp. No, sir. 


Mr. Dincexi. They don’t. 

What percentage does Norway carry on its own bottoms, import 
and export ¢ 

Mr. Lunp. It may perhaps interest you if I mention these figures 
for the western European shipping countries. 

Norway has 44.8 percent if you take the average of its exports and 
imports; Denmark has 28 percent; France has 52 percent; Germany, 
38 percent; Greece, 16 percent; Netherlands, 20 percent; England, 
o9 percent. 

Mr. Dincett. What percent of the import-export trade of Norway 
with the United States or dollar countries is carried in Norwegian 
bottoms / 

Mr. Lunn. I am afraid I do not have the figures for that, sir 

Mr. Drvcet.. Is it not a fact that those figures would be substan- 
tially higher ? 

Mr. Lunp. I must admit I do not have those figures. 

As a matter of fact, if you asked me, 1 would believe the Moore- 
McCormack Line is carrying considerable cargo into Norway. 

Mr. Drneeuu. I am going to ask for the guidance of the Chair and 
counsel and the other members of this committee. 

Would it be wise for us to have those figures in the record ¢ 

The Cuatrman. If the witness cannot answer the question. 

Mr. Drncetx. Would it be possible for us to have them inserted in 
the record at a later time? Would the Chair advise on that? 

Mr. Casey. I think we can get them from some source in this 
country. 

Mr. Drxcett. Would you do that for us, counsel, please ? 

Mr. Casey. Yes. 

He said, Mr. Dingell, that 85 percent of Norway’s merchant marine 
revenues are from cross trades. 

Is that the figure you used, Mr. Lund, that 85 percent of Norway’s 
merchant marine revenues are from the cross trades ¢ 
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(The information is as follows :) 


PARTICIPATION OF NORWEGIAN FLAG VESSELS IN TRADES WITH THE UNITED STATES 
AND OTHER DOLLAR AREAS (pp. 853-854 oF STENOGRAPHIC TRANSCRIPT) WITH 
SUPPLEMENTAL DATA RE OTHER FOREIGN FLAGS 


Norway.—Available data indicate that the merchant marine of Norway partici- 
pates in United States trade as shown below : 

Norwegian ship participation in United States commerce exports and imports 
combined 


{Tons of 


2,240 pounds] 


2 years 
1953-54 


Dry cargo: 


Between United States and Norway--- ee 
Between United States and other c»untries--_- si 
Tanker cargo: Between United States and other countries_- 


1 1953 not available on same basis as 1954. 


672, 877 
&, 824, 164 
10, 303, 300 | 


1, 279, 250 


17, 291, 123 


(‘) 


Carrying cargo to or from the United States may be considered as potential 
dollar trading since the ocean freight may be collected in dollars, depending 


upon the affreightment terms. 


Direct dry-cargo trade between United States of America and Norway for the 
2-year period 1953-54 was as follows: 


Dry-cargo traffic between United States and Norway, 2 years, 1953-54 


7T 


Total all 
flags 


548, 053 
466, 685 


416, 645 


Liner in 
rramp out 


Tons 


Tons of 2,240 pounds] 


United States flag | 


Perce 


110, 710 
145, 872 


19, 717 


Norwegian flag 


Tons Percent Tons 


396, 035 41, 308 
305, 298 5, 4 15, 515 


219, 462 


Other flags 


Percent 


177, 464 | 


Tramp in 2, 845, 180 128, 959 2, 362, 766 


358, 455 


Total dry cargo 4, 276, 561 400, 258 2, 597, 053 


1, 279, 250 


The relatively low Norwegian flag share of 29.9 percent and the high ‘other 
flags” share of 60.7 percent are not truly representative of the picture unless 
it is also noted that above tonnage figures include a heavy movement of Swedish 
ore shipped through the Norwegian port of Narvik with substantial participa- 
tion of Swedish and other vessels. In fact, 9814 percent of the tramp in (to 
United States) and a small portion of the liner in were Narvik ore. If the 
2,928,000 tons of such ore is removed from consideration, the remaining liner 
and tramp movement, presumably destined to, or originating in, Norway was 
carried by ocean vessels as follows: Norwegian flag, 70 percent; United States 
flag, 19 percent: other flags, 11 percent. 

Direct trade between Norway and other dollar areas.—The dollar area is 
not a definite group like the sterling area or European Payments Union; it is 
variously defined by different countries according to their own financial arrange- 
ments. The following countries, other than United States, which permit con- 
version of local currency to dollars are generally accepted as dollar countries: 
Canada, Republics of Central America, Venezuela, Philipines, and Liberia. The 
Maritime Administration does not have figures available indicating the total 
movement or the Norwegian-flag participation between Norway and these other 
areas, such traffic being outside the scope of the commerce of the United States. 
The amount is believed to be relatively small, since 85 percent of the Nor- 
wegian fleet is allegedly employed away from the homeland in cross trades 
between foreign countries. This particular movement between Norway and the 
other dollar areas, plus the carryings between Norway and United States which 
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are reported above, would still be only part of the cargo carried by the 15 per- 
cent of the Norwegian fleet which is reported to be trading with the homeland. 

Published data originating from official sources in Norway or from the Nor- 
wegian Shipowners Association indicate that most of the Norwegian fleet is em- 
ployed away from the homeland as follows: 


Percent of I rf Percent of 


tramps iner tankers 


Between Norwegian and foreign ports 
Between foreign ports exclusively 


Total 


Percent of total fleet 
Liners Tankers 


Between Norwegian and foreign ports - 
Between foreign ports exclusively 
Total 


In summary, the overall result is that 15 percent of the fleet is trading .in 
and out of Norway and 85 percent in the cross trades between foreign countries. 

A list of trade routes served by Norwegian vessels indicates some 30 or 40 
liner services and it appears that most of them are based on the United States 
or alternatively touch the United States at some point of the itinerary. Several 
of these lines call in the dollar countries of the West Indies-Caribbean-Central 
American area. Some of the trading of Norwegian ships with other dollar 
countries is included in the cross-trade movements in and out of the United 
States which are reported below. 


NORWEGIAN SHIPS IN CROSS TRADES BASED ON UNITED STATES 


Dry cargo, including liner, tramp, and a small amount of industrial... In 
the 2-year period 1953-1954 Norwegian vessels carried, outward and inward, 
between United States and foreign countries other than Norway, 17,291,123 
tons. This may be compared with the direct movement between United States 
and Norway as follows: 


Tons Percent 


Cross trades between United States and other countries than Norway 
Direct trade between United States and Norway. 
Total Norwegian-flag participation in United States commerce (dry cargo 18, 570, 373 


The cross trade carryings were more than 13 times the direct carryings. 
The total Norwegian-flag participation was 10.5 percent of total United States 
dry commerce. 


Industrial refers to owned or chartered vessels regularly carrying principal's own 
cargo. <All reported industrial movement was inward to United States. 
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United States tanker exports and imports.—A review of United States com- 
merce in tankers in 1 year 1954 indicates the following: 


United States commerce in tankers in 1954 between United States and all areas 


(Tons of 2,240 pounds, figures rounded to even hundreds] 


% 1 
Exports and . 5 | 7 
imports Exports Imports 


| 


Per- | | Per- | 


| 
| 


| 
| cent cent | 


Total all flags 7 : 73, 386,800 | 100.0 801, 500 | 100.0 | 62, 585, 300 | 
United States flag ..---| 19,907,200 | 27.1 | 2,284,900 21.2 | 17,622, 300 
Foreign flag ..--| 53,479,600 | 72.9 8, 516, 600 | 78.8 | 44,963,000 | 
Norwegian flag 10, 303, 300 14.0 . 761,800 | 925.6 7, 541, 500 
British flag 4, 778, 900 6.5 , 405, 900 13.0 3, 373, 000 
Swedish flag : , 834, 100 2.5 390, 700 3.6 1, 443, 400 
Italian flag cwsal Eee 2.3 118, 500 | 1.1 | 1,583,100 


Norwegian tankers carried over 10 million tons or 14 percent of the total. 
It is understood this movement took place between United States and other 
countries than Norway. This is consistent with reports from Oslo that only 
3 percent of their tankers were engaged in trade with the homeland and 97 
percent between foreign ports exclusively. 

Other foreign countries.—Information regarding the participation in United 
States commerce of 12 foreign flags, Norway and 11 others, can be obtained 
from tables 1 and 2 attached hereto. Table 1 shows the total dry-cargo move- 
ment in the direct trade between the United States and each of the 12 countries 
with the relative participation of United States flag, foreign-nation flag, and 
other flags. By comparing the percent figures in columns C and E it will be 
noted that in all case except Greece the foreign-nation flag carried substantially 
more than the United States flag. From column F it will be noted that there 
Was Substantial other-flags participation with some countries. This is due 
in large measure to the fact that several maritime nations are in close proximity 
or have a common hinterland and their ships normally serve the ports of the 
neighbor country. 

In table 2, column L shows the total participation of each foreign flag in 
United States dry-cargo commerce. The percent figure in column M indicates 
its proportional share of total United States dry-cargo commerce. Taking the 
total participation of each flag in United States dry commerce (column L) as 
100 percent, columns N and O show the portion in the trade with the homeland, 
columns P and Q show the portion in the cross trades between the United States 
and other nations. Taking British ships as an example, in the first line of 
table 2, columns L and M show that they carried 17,568,918 tons which represents 
9.9 percent of our total dry commerce; column O shows that of the British flag 
carryings 22.9 percent was in the direct trade with the United Kingdom, and 
column Q indicates that 77.1 percent was in cross trades between United States 
and other countries. It will be noted from this table that 10 countries carried 
substantially more cargo in the cross trades than in the trade with the homeland, 
the exceptions being Spain and Japan. 

-articipation of British, Swedish, and Italian tankers, as well as Norwegian, 
is given in the table above showing United States tanker exports and imports. 
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TABLE 1.—United States flag and foreign-nation flag participation trade between 

inited States and 12 foreign nations, 2 years, 1958-54, dry-cargo exports anc 

United Stat a 12 f J ut 2 ¥ 19 }, ary ( port i 
imports, liner and tramp (excluding military cargo) 


(Tons of 2,240 pounds] 


Flag of the foreign 


United States flag : 
nations 


Other 
flags 
per- 
cent 


Total all 


Trade between— | flags, tons Per- 
cent of 


total 
A B Cc 


7, 790, 782 1, 719, 134 , 4, 030, 810 
4, 276, 561 400, 258 . 1, 279, 250 
2, 267, 991 | 91, 890 1, 303, 430 
593, 635 | 78, 950 220, 796 
712, 122 | 63, 973 311, 056 
682,925 | 1,246, 269 1, 929, 345 
371, 040 1, 150, 847 , 781, 333 
758, 526 2, OO, 874 3, 948, 996 
1, 681, 874 | 332, 412 , 121, 668 


Per- 
cent of 
total 


Tons Tons 


’nited States and Britain 
nited States and Norway 
Inited States and Sweden 
Inited States and Denmark. 
nited States and Finland acl 
Tnited States and Netherlands- -_-- 258 
nited States and Germany -_-- 
nited States and Italy 

Inited States and Spain 

Tnited States and France 
‘nited States and Greece 
nited States and Japan 


tide -1 bo 


0, 
7, 
7, 


2, 101, 332 605, 894 943, 678 
714, 248 364, 319 219, 790 
16, 092, 293 2, 931, 825 | 4, 978, 680 





Ors & Orde & to & FS 


Total United States, 12 countries--- 
‘nited States and rest of world 


62, 043, 329 
94, 186, 822 


11), 992, 646 
23, 988, 482 


Grand total United States, all | 
world areas .--.-.-----|156, 230, 151 | 34, 981, 128 
| | 


NOTES 


In all cases, except the trade with Greece, the United States-flag share (col. C) was substantially less 
than that of the foreign flag (col. E). Greek vessels are largely engaged in trading elsewhere as shown on 
separate statement (mostly as tramps). 

The “Other flags’ participation (col. F) is relatively high in the case of Norway, Denmark, Finland, 
ilso Netherlands and Germany, and is influenced by the fact that several maritime nations are in close 
proximity or have a common hinterland. In the case of the Netherlands, transit traffic to and from the 
nterior is a factor. In the case of Norway, over 90 percent of the ‘Other flags’’ movement was inward 
tramps occasioned by Swedish ore shipped from Narvik with substantial participation of Swedish vessels 

The last three lines of the tabulation indicate that while the United States flag participated 17.7 percent 
in trades with the 12 maritime nations, its share was 24.5 percent with the rest of the world, and 22.4 per- 
cent with all world areas (liner and tramp movements). 

Inward to United States, 
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TABLE 2.—Puarticipation of ships of 12 foreign nations in United States dry-cargo 
trade, 2 years, 1953-54, outward and inward, liner and tramp and industrial’ 


[Tons of 2,240 pounds. Excluding military cargo.) 


Total flag partici- | Portion in direct | Portion in cross trad 


aw 





pation between trade between, between United 
United States and United States States and other 
all foreign areas 2 and homeland countries 
Flag of ships aie ee ee a Mink: 
Tons Percent Tons Percent Tons | Percent 
L M N Oo P Q 

British 568, 918 9.9 4, 030, 810 22.9 | 13, 538, 108 77.1 

Norwegian_- , 373 10.5 1, 279, 250 6.9 17, 291, 123 93. 1 

Danish 3, 895, 050 2.2 220, 796 5.7 3, 674, 254 94.3 

Netherlands 365, 211 3.6 1, 929, 345 30.3 4, 435, 866 69.7 

Swedish . 148 3.6 1, 303, 430 20. 6 5, 014, 718 79. 4 

Finnish 97, 107 5 311,056 | 31.2 686, 051 68 8 

German ), 887 3.9 1, 781, 333 26.0 | 5, 065, 554 74.0 

Italian 4, 105 7.4 3, 948, 996 30.2 9, 115, 109 69.8 

Spanish 9, 678 9 1, 121, 668 70.6 | 468,010 | 29.4 

Franch 20, 072 1.6 943, 678 32.3 1, 976, 394 | 67.7 

Greek , 166 4.1 219, 790 3.0 | 7, O34, 376 97.0 

Japanese }2, 961 4.0 4, 978, 680 70.5 } 2, 084, 281 | 29.5 

Total, 12 flags__. @ 92, 452, 676 52.2 | 22,068,832 | 23.9! ® 70,383,944 76. 1 
Other foreign flags 6 37, 649, 573 21.3 
United States flag___- © 46, 898, 335 | 26.5 

All flags _-.- .-.-| 4177, 000, 584 100 j 


‘Industrial’ refers to owned or chartered vessels which are regularly engaged in carrying the principal's 
own cargo, including ore and fruit. Industrial carryings are included herein with liner and tramp carrying 
because foreign-flag vessels, including European flags, participated. The reported movements were inward 
only and were not from the 12 countries listed (col. N) but were from other areas, hence are embraced in thi 
figures in col. P, also in the totals inenl. L. Item ¢ embraces 3,562,943 tons industrial; item » 5,290,283 tons 
item ¢ 11,917,207 tons; item 4 22,770,433 tons. 

Next to last figure in col. M shows United States-flag share of total dry-cargo traffic as 26.5 percent. If 
industrial movements are removed from the statement, the United States-flag share of the remaining 
156,230,151 tons of liner and tramp carryings is 22.4 percent (United States trade with a!l foreign arenas 


Mr. Lunn. That is right. 

Mr. Casey. They are trades that never touch Norway. 

Mr. Lunn. That is right. 

Mr. Drneeti. As a matter of fact, those would be the sort, for 
example, of Norwegian lines which would ship out of California. Is 
that not a fact ? 

Mr. Lunn. That is true. 

Mr. Dincetx. They have a large number of Norwegian ships that 
ship out of California. Those Norwegian lines, as a mater of fact, 
carry a great portion of our west coast export trade. Is that not a 
fact ? 

Mr. Lunp. That is true, sir. 

Mr. Dineen. And, as a matter of fact, most of those Norwegian 
export lines which ship out of California and the west coast ports 
do not even goto Norway. Isthat not also a fact? 

Mr. Lunp. There is one line from the west coast of the U. S. A. 
to South America, and there is one line from the west coast to the 
Continent and Norway, yes, sir. 

Mr. Dixeeti. One goes to Norway ? 

Mr. Lunp. It goes to the Continent: yes. 

Mr. Dincetit. And you say one goes to Norway, and one goes to 
the Continent ? 

Mr. Lunn. To the Continent, yes. 

Mr. Drxcetx. From the west coast? 
Mr. Lunn. That is right. 
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Mr. Dincerx. But the other 3 or 4 lines you mentioned do not even 
co to Norway ¢ 

Mr. Lunp. We have several lines which do not touch Norway: 
ves. 

Mr. Dixceti. Which do not touch Norway, but they carry Ameri- 
can cargo from the west coast ports 4 

Mr. Lunp. Yes. 

Mr. Drncetx. And they do that because our cargo carriers are not 
able to compete, as a mater of fact. Isn’t that so? 

Mr. Lenp. That is, of course, true because- 

Mr. Dincetx. And it is also a fact that those same shippers carry 
the great bulk of our trade, fruit, from the west coast which is ex 
ported. Isthat not also a fact, sir? 

Mr. Lunp. Yes. 

The, CHatrmMan. I expect we had better take a recess until 2:30. 
You may resume at 2: 30. 

Mr. Drncetu. I am entirely agreeable, Mr. Chairman, that is, so 
long as I do not waive my rights to continue examination. 

The CHarrmMan. Your rights will be preserved. 

Mr. Dinceti. Thank you, Mr. Chairman. 

The CHarrMAn. We will recess until 2: 30, 

(Whereupon, at 1:05 p. m., the committee was recessed, to be re- 
convened at 2:0 p.m., this same day. 


AFTER RECESS 


The CHatrman. The committee will come to order. 

Mr. Lund. 

The Cuarrman. While we are waiting for Mr. Dingell, Mr. Lund, 
I would like to ask you to furnish me with these figures. 

Mr. Morse, the Chairman of the Maritime Board, stated that in 1954. 
we had a total export, both aid and commercial, of 46 million tons 
from the United States. 

He further stated that American lines carried only 23 percent, or 
10,500,000 tons. This included 50-50 and commercial cargoes. 

I want to ask you how much of that 1954 American exports was 
moved from the United States by Norwegian-flag vessels, Danish-flag 
vessels, and United Kingdom vessels. I am sure that you do not have 
the figures at hand; do you? 

Mr. Lunp. No, I have not. 

The CHarrMan. You are in a position to get the figures; are yo 
not ¢ 

Mr. Lunn. I believe we are. 

The CuHatrman. Will you get the figures and send them to us for the 
record, please ? 

Mr. Lunp. Mr. Chairman, I have statistics on foreign-flag vessels. 
what the foreign-flag vessels carried of United States goods, imports, 
and exports. 

The CHarrman. I will give your assistant this memorandum, and 
will you get these figures and send them to us to be put in the record / 
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396 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


Mr. Lunp. Mr. Chairman, on that point, my figures correspond with 
what you say, that United States- flag vessels carried in 1954, 26 per- 
cent. You said 23 percent. 

The CuHairman. What does the memorandum say ? 

Mr. Lunp. It says here 23 percent. 

The Cuarrman. That is in accordance with the statement of the 
Chairman of the Maritime Board. 

Mr. Lunp. According to my statistics of the exports and imports 
from the United States, United Kingdom vessels carried 8 percent ; 
Holland, 2.3 percent ; Norway, 11 percent ; Sweden, 3.3; and Denmark, 
1.5. 

The Cuatrman. Of this figure? 

Mr. Lunn. Yes. 

The Cuarrman. Of this amount of tonnage? 

Mr. Lunp. This is imports and exports, carried by foreign-flag 
vessels, 

The CuHarrMan. Suppose you figure it out and give me the answer to 
what I have asked there. 

Are you ready, Mr. Dingell ? 

Mr. Dincett. I will defer to you, sir. 

The CuarrMan. No; you may proceed. 

Mr. Divert. I believe that before the break, Mr. Lund, we were 
discussing currency controls in your country; is that correct ? 

Mr. Lunp. Yes. 

Mr. Dincetx. Will you tell me the precise nature of the financial 
controls which Norway places upon exports and imports ! 

Mr. Lunp. Yes. From the OEEC countries, it is 75 percent liberal- 
ized. The rest is subject to license, but, of course licenses are given 
in many respects. Regarding United States, it is a license system 
for the import of dollar “goods, ‘but for the most part that license system 
is very liberal. 

Mr. Dince.i. Does that licensing system ever prescribe the bottoms 
in which exports or imports must be carried 2 

Mr. Lunn. Never, sir. 

Mr. Dineen. It never governs the ship, or the country of origin 
of the ship which will carry those imports or exports? 

Mr. Lunn. Never, sir. 

Mr. Drincert. It never says that it shall be carried in Norwegian 
bottoms ¢ 

Mr. Lunn. No, sir. 

Mr. Dinceiy. Does it ever prescribe that they shall be carried in 
nondollar bottoms. 

Mr. Lunp. No, sir. 

Mr. Dincevt. There is no limitation upon carriage by dollar coun- 
tries, to Norway, then; is that correct ? 

Mr. Lunp. Yes. 

Mr. Dinceti. Now, is it not a fact that the granting of an export 
license in Norway carries with it the obligation on the part of the 
exporter to relinquish the foreign exchange to the Bank of Norway 
us soon as received from the foreign buyer? 

Mr. Lunp. That the Bank of Nor way 

Mr. Dincetx. Let me say that again, sir. 
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Does not the granting of an export license carry with it the obliga- 
tion on the part of the exporter to relinquish the ‘foreign exchange to 
the Bank of Norway as soon as received from the foreign buyer ¢ 

Mr. Lunp. Yes; that is right. 


Mr. Drncetu. Then he turns that money in to the Bank of Norway, 
the dollars? 


Mr. Lunp. Yes; that is right. 


Mr. Dincett. From w hich bank be can receive the money back, 1 
turn ? 


Mr. Lunp. That is right, sir. 

Mr. Drncetx. To purchase as he needs; is that right ¢ 

Mr. Lunp. That is right, sir. 

Mr. Dincetu. Does he receive all of that foreign exchange back, or is 
some portion of that retained in the country ¢ 

Mr. Lunp. No, it is an exchange control in Norway, and he receives 
Norwegian moneys for the exchange he submits to the Bank of Norway 
Then he has to apply for a license when he wants to buy licensed goods. 
He has to apply for the license and get it from the bank. 

Mr. Dincett. I am entirely sympathetic with the fact that Norway 
has a dollar shortage. 

Mr. Lunn. Norway does not have a dollar shortage. 

Mr. Dinee.t. Is Norway what you would call a 
country ? 

Mr. Lunp. No, certainly not. 

We have a surplus in dollars. 

Mr. Dineeii. You have a surplus in dollars? 

Mr. Lunp. Yes. We have even a much bigger surplus in pounds 
sterling—much bigger. I should say that the earnings in pounds ster- 
ling, for instance, “of the Norwegian Merchant Navy is three times as 
big as in dollars, but that surplus we have to use to pay, for instance, 
a deficit in balance on payments with Sweden and other countries. 
These deficits depend on many things, such as character of the Nor- 
wegian export interests, and shipping. Norway trade is not on a 
bilateral basis, you understand. 

The reason why we have the exchange control is, of course, that we 
have a balance-of-payments difiic ulty. 


Mr. Dinceti. But you have absolutely no limitations on shipping 
by Americans on American conta: 


Mr. Lunp. To my knowledge, none whatsoever, sir. 

Mr. Dincetx. Will you state categorically to this committee then, 
that on no occasion has an American shipper ever been told that his 
product would be taken, provided it was shipped on a Norwegian bot- 
tom, and that the sale would be denied unless it were taken on a Nor- 
wegian bottom ? 

Mr. Lunp. I don’t know of it, sir, and, if that would have happened, 
we would have protested against it. Sir, I think that is the same in 
Denmark. I think it is the same in Sweden. I think it is the same 
n Holland and I think it is the same in England. 

Mr. Dinceii. You refer to Denmark. Does Denmark ever place 


limitations on who can carry goods coming into or going out of Den- 
mark @ 


Mr. Lunp. On which ships? Under which flag? 
Mr. Dincetxt. Yes; on what flag vessels it may be carried ? 
Mr. Lunp. No; not to my knowledge. 


hard-currency 


May I explain this to you, sir? 


Certainly not. 
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Mr. Dincext. Is there any unofficial policy among importers or ex- 
porters in either Norway or Denmark ¢ 

Mr. Lunp. I don’t know of that, sir. Definitely, I don’t know it. 

Mr. Dinceti. Answer me this question now. In a country which 
has an unfavorable balance of ial is it not wise trading practice to 
see to it that the goods are carried in the ships that belong to that par- 
ticular country, rather than other countries ? 

Mr. Lunp. We don’t think so. We certainly think that the ship- 
ments should be decided by commercial considerations alone. 

Mr. Drnceii. You say they do it on the basis of conversion of 
currencies alone ‘ 

Mr. Lunp. Yes. That is the reason why, for instance, in Denmark 
imports and exports are only carried in Danish ships to an average 
of 28 percent, while the figure in the United States is, well 24 or 23 
or 26 percent. I am not quite certain about that. May I add to that, 
sir? 

Would it be right if you consider the percentage for United States 
to add to that—I suggest it as a question—to consider the ships 
which are owned by United States citizens or companies under thie 
Panamanian flags or other flags / 

The Cuairrman. They do not enter into this transaction. 

Mr. Lunp. I was just finishing. 

The Cuatrman. They do not enter into this transaction. 

Mr. Lunp. Because in that case the percentage carried by United 
States owned vessels, not by flag, would be much higher than 24 per 
cent. 

The CuairrMan. We are only talking about American-flag vessels. 
You go ahead with your questions. 

Mr. Drncevy. Tell me this: You mentioned to us that a maritime 
country like Denmark carries only 28 percent of its own imports and 
exports / 

Mr. Lunp. Yes, sir. 

Mr. Dineett. And Norway carries what percentage of its own 
imports and —— 

Mr. Lunp. 44.8 percent. 

Mr. Dinceti. And the United Kingdom carries what percent of 
its own imports and exports ¢ 

Mr. Lunp. According to my figures, 59 percent. 

Mr. Dinceti. And the United States carries, according to our fig- 
ures, around 23 percent of our own imports and exports. Those fou 
countries are the principal maritime countries of the world, is that 
a fact, the United States, Norway, Denmark, and the United Kingdom ¢ 

Mr. Lunp. That is right. 

Mr. Dinceii. Then if those are the principal maritime countries of 
the world, will you tell me who carries the rest of these goods / 

Mr. Lenp. That I couldn't tell you offhand. In Norway it would be 
English ships, Danish ships. I should think that America would be 
very dominant among the foreign companies. I am not certain about 
that 

Mr. Dinceti. Is Norway particularly hurt by the amount of the 
cargoes which are subject to 50-50 preference? Are they particularly 
hurt by that volume / 
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Mr. Lunp. I think I have answered that so many times, sir, that 
it is not the direct effects of the American cargo preference, isolated, 
but the cargo preferences 1 in many countries which disturbs us. 

Mr. DINGELL. So, as a. practical matter then, our 50-50 law does not 
hurt directly the Norwegian fleet and the Norwegian trade and the 
Norwegian country as a whole; is that not a fact, sir’ 

Mr. Lunp. Yes; I think you know my position. 

Mr. Dincetxi. You do not like the principle. 

I have no further questions, Mr. Chairman. 

The Cuarrman. Mr. Pelly? 

Mr. Petiy. I would like to preface my remarks, Mr. Lund, just 
by saying that I walked out of this hearing the other day saying 

that I wished that Norw ay were exempt from the 50-50 ¢ argo pref. 
erence law because of the admiration and the affection that I have for 
the Norwegian people. As a matter of fact, personally, I wish that 
ill the maritime nations were out of it. I do not believe in the 50-50 
cargo preference, but I do believe in the defense of our Nation, and 
you raised the issue that you and other maritime nations could supply 
us with cargo vessels, in the event of war. 

I would like to ask you who is going to supply us with crews to run 
ill the ships that are in reserve now in this country? We must have 
some active ships to keep our crews, so that they are susceptible of 
being expanded to take care of even the ships that we have now in 
reserve. What are you going to do? 

Mr. Lunn. I am not so certain, Mr. Congressman, that that is such 
1 great problem. If the present merchant navies are not sunk to a 
great extent, will probably be enough. If they are sunk to a large 

extent, experience shows that, to a large part, the crews are saved, 
most are saved, and they can be placed on the other ships. 

Mr. Petry. Our defense testimony is to the effect that you can 
take 1 man, I believe, and extend him to train 12 others, so that, if you 
creep a nucleus of 1 man, you are susceptible to expanding 12 times. 
We could not depend on our friendly neighbors, Norway and Den- 
mark, and England, to provide crews for ships here, and expand them 
for defense purposes, I do not think; do you? 

Mr. Lunn. Of course, there are so many uncertainties in case of 
var, but I think you have to take some risks, and I should not think 
t is so dangerous. 

[ must point out what was very admirable about the American 
merchant marine war effort. It was, of course, all the fine ships they 

nuilt, and it was the enormous training program in a very short time 
vhich resulted in very good crews. 

Mr. Petty. You have quoted the Randall Commission, and you have 
ome in with the same position, that we subsidize ships, which would 
not have any cargoes and, therefore, would be in the mud, you might 
say. That, to me, is not the answer to our defense problem; but I 
lo not blame you for taking the position you take. 

You quoted from a British Member of Parliament, Mr. Ricardo, 
believe, in your testimony, to the effect that in the early 19th ae 
they had restrictions on and preferences in cargoes, and then they 
lid away with them in 1849 and immediately the British merch: ant 
marine began to expand when they took off the restrictions. Well, it 
seems to me that, as I recall my history though, the British sailor him- 
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self was sustained on practically a slavery basis, and that is something 
upon which we in this country stand on principle. 

We have our principles, like the British who object to the principle 
of 50-50 cargoes. One of our principles now is that we have mini- 
mum standards for our crews. 

Would you not say that we have a right to establish our minimum 
standard of living for our sailors? 

Mr. Lunn. Oh, of course you have a perfect right to do that. 

Mr. Peiy. We have in this country a provision which is coming 
up soon, another law, called the Davis-Bacon provision which pro- 
vides that no Government contract for construction will be financed 
by Government funds if it does not provide for a certain standard of 
wages. Do you have certain provisions like that in Norway ? 

Mr. Lunn. Mr. Congressman, there are no provisions for any mini- 
mum WwW: = in Norway; nor is there in Denmark, Holland, and Eng 
land, as far as I know. The wages are set by collective agreements. 

I can say that the wages of Norwegian seamen are about the sam: 
as for shore laborers. The wages in Norway, Sweden, and Denmark 
are perhaps a bit higher than in England and a little higher than th: 
Dutch. That is the position. Of course, the wages are much lower 
than the United States wages. They are much lower. 

Mr. Petty. You mean that they are relatively lower, so that they 
do not buy as much? 

Mr. Lunp. In the exchange value they are very much lower. If 
you come to the question of living etneneet it is much more difficult 
to judge. I should say that the Nor wegian sailors have, in relation 
to Norwegian conditions, very good st andards, and they have sickness 
insurance, illness insurance, old age pensions. They have free home 
journeys from wherever they go, and so on. 

Of course, we could not in Europe match American wages. I can 
tell you that an American able seaman has a much higher salary than a 
Norwegian Prime Minister. 

If we should pay that sort of wages in Europe, the whole popula- 
tion would go to sea, if they could get a position on board. So thai 
is impossible. 

I have heard it said by some people here, “Why don’t they lift the 
wages there by creating purchasing power and getting the industries 
going?” I think that is, of course, not possible, because in Europe 
you cannot pay more wages than productivity allows. The reaso: 
for the high wages here is, of course, the high productivity. 

Mr. Prty. My question to you, Mr. Lund, however, was to the 
effect that do you think it was right that our Government should in- 
sist that on Government cargoes, ‘for example, we should have decent 
conditions and decent wages ‘paid to the men that carry those Govern- 
ment cargoes in order to carry out the general principles under whic! 
we operate in this country ? 

Mr. Lunp. Do you mean on United States vessels ? 

Mr. Peuiy. Yes. 

Mr. Lunp. I couldn't say. 

Mr. Petty. Our wages are arrived at by collective bargaining, tov. 
You know that, of course. I am saying that the Bacon-Davis type of 
provision is inserted into our laws so that a low-wage contractor wil! 
not go from one area to disturb conditions in another—go to a 
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high-cost area; and, on Government construction, we insist that the 
prevailing wages of an area are maintained. 

What I was ‘thinking of is that I would be glad to join in advocating 
the elimination of the 50-50 C argo Act, getting back to the provisions 
of the economics of Mr. Ricardo, provided we are sure that on any 
Government-financed cargo, it would have to ride in a bottom on which 
there were what we considered decent wages and conditions for our 
sailors. In fact, Iam having a bill drawn for that purpose right now, 
which would put that Bacon-Davis type of provision into our laws, 
and do away with the 50-50 cargo. There we would not be discrimi- 
nating against any nationality at all. We would just insist that our 
standard of w ages and living conditions be on any ship in which our 
Government-financed cargo goes. 

Mr. Lunp. Of all flags? 

Mr. Petty. Surely, if you want to meet our standards. Would you 
be for that ? 

Mr. Lunp. No. 

Mr. Petty. Why not? 

Mr. Lunp. I am afraid that is the same as cargo preference. 

Mr. Pexiy. No; it is not. It is just a matter of principle, like the 
British principle. 

Mr. Lunn. In Europe we could not pay as high wages and salaries. 

Mr. Pexiy. Yes,.but you are willing that we subsidize our ships to 
this extent, provide they are sitting on the beach. You are incon- 
sistent, it seems to me, if you would ‘not allow us to go ahead and just 
insist on a decent standard of living for our people. 

Mr. Lunp. I am afraid we would not consider that. 

Mr. Petxy. I cannot get you to support my bill, then. What I 
would like to say, at least, is that it is not a matter of preference against 
any nationality at all. Anybody that wanted to meet our standards 
could carry our goods. 

Mr. Lunp. I think we would not be in favor of that. 

Mr. Petty. You are very reluctant to answer my question. Am I 
not getting away from the principal objection which you have raised, 
as to the preference of one nationality over another ? 

I cannot get the witness to answer, Mr. Chairman. I yield the 
floor. 

Mr. Lunp. I understand it, Mr. Congressman, but I am afraid we 
would consider that as sort of risky. 

The Cuarrman, In that respect, you want to maintain your pref- 
erence, 

Mr. Lunp. Sir, just as American exporters interests want to retain 
their advantage. 

Mr. SHeenan. Mr. Chairman, I think all he is looking for is a fair 
advantage. 

Mr. Lund, I have several questions in regard to your statement. |] 
was very interested in the third paragraph on page 10, where your 
last sentence says: 


Here may only be mentioned that the regulations which stipulate that 50 per- 
cent of certain United States cargoes shall be carried on United States ships, 
have in part been motivated by the flag discriminatory measures which United 
States ships experience in many countries. 


In other words, you are admitting that we did not quite start the dis- 
crimination, that we have been dise riminated against ourselves? 
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Mr. Lunp. Well, Mr. Congressman, I think I have made that clear, 
that cargo preferences, in my experience, was initiated by the United 
States after the war, but after many other countries had taken up 
these practices, that argument has been used; and the United States 
administration in 1952, made an inquiry into the question of the dis- 
crimination against United States vessels. 

Mr. SuHeenan. But you actually state here, “Have in part been 
motivated by the flag discriminatory measures” which our ships ex- 
perience in many countries. 

Mr. Lunn. That is true. That is done in later years. You will 
find on page 20 in my London address note where reference is made 
to an investigation made by the United States authorities as to the 
Hag discrimination the United States of America has met in many 
countries, and there are listed all the many South American countries 
und many others, and not the Western European shipping nations. 

Mr. SHeenan. I notice that you also say on page 20 there that— 

United States shipping companies no doubt have been hurt by foreign exchange 
and other discriminatory regulations. 

I would like to pursue Mr. Dingell’s point, which you attempted to 
answer there. 

Let us take a practical illustration, so that we know what we are 
talking about. 

You | export the very famous Norwegian sardines. When an Ameri- 
can company pays a Norwegian company in dollars for, say, a thousand 
cases of sardines, and we make that payable, say, to Bjelland & Co., 
what can they do with that American cash ¢ 

Mr. Lunp. They have to deliver those dollars to the Bank 
Norway. 

Mr. Sueenan. In other words, they lose control of it? 

Mr. Lunp. They get Norwegian kroner instead. 

Mr. Surenan. Therefore, no Norwegian company is able to get 
American dollars to buy goods with to use themselves. They then have 
to go to your government to get permission to buy United States 
coods ? 

Mr. Lunp. That istrue. It is a license system. 

Mr. Sueenan. Therefore, as far as dollars are concerned, the Nor- 
wegian Government themselves control all American dollars; do they 
not? 

Mr. Lunn. Yes; that is true. 

Mr. Surenan. And there is no freedom of trade between a United 
States citizen and a Norwegian citizen, unless the Government of 
Norway first O. K.’s the purchase ? 

Mr. Lunp. That is right. 

Mr. Sueenan. Therefore, we begin with a discrimination, right 
away, because, regardless of how many goods we buy from you, no 
while the Norwegian export of goods to Americ: accounts for about 
‘0 percent of the total Nor Wegian exports. 

Mr. Lunp. That is quite true, sir, but you must remember the big 
American export surpluses to Europe. I think that American exports 
to Norway account for over 15 percent of the total imports of Norway, 
where the Norwegian export of goods account for about 10 percent of 
Norwegian exports to the United States. 

Then we have the shipping, besides. 
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Mr. SHEEHAN. I am bringing that particular thought up because 
of arguments that you have brought up here on page 22 in the first 
paragraph, when you finish by saying: 

The answer to this seems to be that supposedly American businessmen doing 
exports and imports know that Western European shipping is privately owned, 
operated by businessmen who know that if they shall do business, they must 
try to give the best possible service to their customers. 
that is not exactly true, because your own businessmen cannot do busi- 
ness with us unless they first clear it with their Government. 

Mr. Lunp. That is true. 

Mr. SHeeHan. You are asking us to do what you cannot do yourself. 

Mr. Lunp. That is as far as obtaining goods is concerned. 

Mr. Sueewan. As far as shipping goods is concerned, it is different. 
You cannot ship if you cannot buy goods, can you? In other words, 
any Norwegian businessman can ship on any boat he wants but, if he 
cannot buy or sell goods, what has he to ship? He has no freedom, 
has he? 

Mr. Lunn. As a matter of fact, we buy much more from America 
than we export to America, of goods. 

Mr. SuHeenHan. I realize that. 

Mr. Lunp. Much more. 

Mr. SuHeeHan. Do not misunderstand me. We appreciate the ex- 
change of goods between Norway and the United States and welcome 
it and want to do everything to foster it. I am trying to bring out 
here the fact that the Norwegian businessman, as such, does not have 
much control. It is your Government which controls, eventually. 
what is bought or sold in American dollars. 

Mr. Lunp. That is only for balance of payment reasons. 

Mr. SueeHan. I realize that. 

Mr. Lunn. It is not probectionistic. 

Mr. SuHreHan. But this works a hardship on Americans, because 
we cannot sell freely there. 

Mr. Lunp. Because we haven’t enough money. 

Mr. SHeenan. That is right. 

You also make much in this particular sentence of the fact that the 
Western European shipping is privately owned, but it may not always 
be privately owned. 

For instance, in the last 5 years in England, we had socialism of 
great segments of the British industry, and there was talk for a time 
of socializing the British shipping industry, was there not ¢ 

Mr. Lunp. I never heard that that was a plan. I have heard the 
opposite. There is no plan in any of the maritime nations in Europe 
to socialize shipping. 

For instance, even the trade unions are against that. 

Mr. SHerenan. How about the Scandinavian Air Lines systems. 
Who owns those ? 

Mr. Lunp. The Scandinavian Air Lines system? I am not very 
well acquainted with that. That is a Scandinavian company. 

Mr. SHeenan. Is that not a joint venture of the Danish, Swedish. 
and Norwegian Governments ? 

Mr. Lunp. I would not enter upon that. It is a complicated thing. 

Mr. SHeewHan. I quite agree that it is quite complicated, because 
the Governments themselves control the lines, as I understand, or have 
the majority of the stock. It is not a privately owned company. 
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Mr. Lunp. I would prefer not to answer. I don’t know about that. 

Mr. SuHeenan. Therefore, if the governments could control the air- 
lines, it would be just a very short ‘step to where they could socialize 
the shipping lines? 

Mr. Lunp. No; it wouldn’t, sir. It is absolutely in nobody’s head to 
socialize the Norwegian merchant marine. 

Mr. Sueenan. Are all of the Nor wegian shipping companies pri- 
vately owned ¢ 

Mr. Lunp. All of the Norwegian shipping companies are private. 

Mr. SueeHan. The government owns no stock in any of them? 

Mr. Lunp. No; notinany. They may have stock ina shore industry 
owning an industrial carrier, or something like that. 

Mr. Sueruan. But not in a major shipping company ¢ 

Mr. Lunp. It has nothing to do with Norwegian shipping. 

Mr. Surenan. You spoke some time ago about one of the principal 
sources in Norway of American dollars being i in taxation, in getting 
the money from the various companies in Norw ay. How are the tax 
rates there, for instance, on a Norwegian cor poration ? 

Mr. Lunp. Yes, sir: I have know ledge of that, sir. For a corpora- 
tion, the taxes are about 70 percent of the income. On the income of 
the personal shipowners, it is much higher. 

Mr. Surenan. They have a maximum salary that anyone can make 
in Norway, do they not? 

Mr. Lunp. Not any more, sir. 

Mr. SuHeenan. They had it for quite a number of years after the 
war ¢ 

Mr. Lunp. Yes; they had that. After the war, I may mention, the 
taxation was up to 100 percent even for corporations, and certainly 
for persons, but that was taxes to cover the difficulties after the war. 
Now it is 70 percent for corporations and fixed at 85 percent fo1 
ordinary persons. 

Mr. SuHeeHan. Is there a graduated scale on that? 

Mr. Lunn. It is graduated, but not for corporations. That is a flat 
70 percent. For persons, it is a graduated scale, but it is a provision 
that the total tax must not exceed 85 percent. 

Mr. Surenan. The Government of Norway is a Socialist govern- 
ment; i is that right? 

Mr. Lunp. It is a labor government, and it is no secret, Mr. Con- 
gressman. 

Mr. Sueenan. In other words, it seems to me, Mr. Chairman, that. 
even if the government does not own the shipping lines, by reason of 
the minimum 70-percent tax on the corporations and the minimum tax 
on individuals, they get all the money which the lines earn. 

Mr. Lunp. That is the reason why we are protesting. 

Mr. SueeHan. The main reason that the Gover nment of Norway is 
protesting is because they are being deprived of income because of 
their very high tax rates? 

Mr. Lunp. They are not protesting out of regard for the shipowners. 

Mr. Sneenan. I yield, Mr. Allen. 

Mr. AtuEN. Mr. I Lund, I asked something along this line earlier. 

It would seem to me that, with the license SV stem, if the purchaser 
must specify the goods that he is about to purchase, before the license 
issues, and if he ‘has to specify the method of transportation which 
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will be involved, it would be virtually impossible to know whether a 
license was withheld because of the exchange, because the goods were 
not needed, or because the Government would prefer not to use the 
-hipping service, would that not be true? 

Mr. Lunn. Well, Mr. Congressman, I think I stated before that 
there is absolutely no provision for using Norwegian ships. 

Mr. Auten. But do you not have to cet permission if you are going 
to make a purchase in the United States for dollars? 

Mr. Lunp. Yes. 

Mr. AtLEN. Suppose a man wished to buy $10,000 worth of Ameri- 
ean agricultural products. Would he not at the same time, if he 
vanted to use $2,000 worth of American shipping, have to request both 

he $10,000 for the purchase and the $2,000 for the ocean freight ? 

Mr. Lunp. Yes. He would get the $2,000 for the ocean freight 
from the Bank of Norway. 

Mr. Auten. He would get it all at once, would he not? 

Mr. Lunp. I am not certain about that. I could not tell you that 
ecause I don’t do that business myself. He can apply for a license, 
ind I suppose he then can apply for booking with an American line, 

nd apply for the dollars to pay that. 

Mr. ALLEN. Would it be a complete transaction, applied for at one 
time, or would he get confirmation of a license to purchase, and only 
ifter that confirmation was granted would he then go for an applica- 
tion for dollars for American shipping ¢ 

Mr. Lunp. I am not in this sort of business myself. I couldn’t tell 
‘ou how it operates in detail. 

Mr. Atuen. Thank you, Mr. Lund. 

Mr. SHEEHAN. However, Mr. Lund, looking at it from a standpoint 

f the Norwegian Government, if I were sitting in the Norwegian 
Goventibaia and I had $10,000 to spend for dried fruit—for the sake 
of argument—I would be better off issuing an order that the Nor- 
wegian company buy $10,000 worth of fruit from California, but then 

lso give an order that they ship it in Norwegian ships, because in that 
way the whole $10,000 would be used in foreign exchange and the 
-hipping would be paid for in kroner, so that Norway would be 
thead by saving $2,000 for other uses 4 

Mr. Lunp. Yes, sir; but Norw ay is not in favor of that sort of 
hing, 

Mr. SueeHan. I would not be too sure of that. That is all. 

The Cuatrman. Mr. Casey? 

Mr. Casey. Mr. Lund, do Norwegian liner services belong to the 
-ame conference to which the United States liner services belong? 

Mr. Lunp. Yes, certainly. 

Mr. Casry. And the rates and tariffs that are charged under those 
onference agreements are the same, whether it applies to Norwegian 

American liners ? 

Mr. Lunp. I believe, yes—I think so. Personally, I have nothing 
'o do with conferences, but I think it is so. 

Mr. SHerHan. Mr. Casey, did you want to have some information 
m this? 

Mr. Casey. Of course, I think that we all know that, under the 
onference agreements, basically the purpose of the conference agree- 
inent is to arrive at uniform rates to be charged by the member com- 
vanies of the conference. 
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Mr. Lunp. Yes, sir. 

Mr. Casry. Now, do you have any information as to the efficiency 
with which American liner services are operated / 

Mr. Lunp. No, sir. I couldn’t say anything specific about that. 
I couldn’t. I am not competing with them personally, so it would 
only be what I have heard. 

Mr. Casey. What is your business, Mr. Lund, outside of being di- 
rector of this shipowners’ association / 

Mr. Lunp. That is a full-time job, sir, dealing with all kinds of 
government regulations, both at home and abroad. 

Mr. Casey. Have you operated ships yourself ? 

Mr. Lunp. No. 

Mr. Casry. You have never operated a ship ? 

Mr. Lunp. No. 

Mr. Casey. Is that your background in shipping, this association 
work ¢ 

Mr. Lunp. No. Before the war I was what they call an advocate 
or a barrister. Then I was in the Norwegian Shipping Administra- 
tion, as I said, during the war, and they asked me to take this job 
after the war. 

Mr. Casey. You are a lawyer then ? 

Mr. Lunn. Yes, originally. 

Mr. Casry. On page 28, you refer to— 
severe damages to international relations in general and to cheap and efficient 
international shipping services in particular. 

By “cheap services” what do you mean? Cheap to whom? Cheap 
to the customer / 

Mr. Lunp. Yes. 

Mr. Casey. Of course, you can see that the point that I am driving 
at is that it is just as cheap to the customer to use American ships as 
foreign ships, provided they are in the liner services. 

Mr. Lunp. Yes, sir; but this is not the point. The point is that the 
circulation of shipping is retarded if they have to wait for national 
ships, and so on. 

Mr. Casry. Where isthe damage to cheap shipping ? 

Mr. Lunp. Because shipping spi ice in that way will go unused partly, 
to a greater extent than if there is a free circulation of shipping, where 
you can lift the cargo where you are discharging, and so on. 

Mr. Casry. You say that, so far as Norwegian ships are concerned, 
they are now traveling full, anyway, and th: at the 50-50 legislatior 
would have no damaging effect on Norwegian shipping. Does it make 
any difference to you whose ships go half empty, whether it is Nor- 
wegian or American ships? 

Mr, Lunp. Sir, I have not said that I believe that the so-called 50-51 
clause is not damaging Norwegian shipping. It certainly is. 

Mr. Casey. I understood you to say that at the present time there 
was really no damage that you could see to Norwegian shipping b) 
the 50-50 legisl: ation, because they were traveling full, anyway. 

Mr. Lunp. It certainly is a great damage in so many places. | 
talked about an isolated instance. 

Mr. Casry. You talked about the damage in terms of general dam- 
age by reason of establishing bad precedents by cargo - preferences. 
but, so far as the dollar damage i is concerned, I think you have said, 
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in response to several questions, that there was no real damage to 
Norwegian shipping at the present time. Did you mean to say that! 
Perhaps I am trying to put words in your mouth. 

Mr. Lunp. What I have said is that, if you take the isolated cargo 
preferences of the United States of America it is diflicult to establish 
special damages at present. If you would take the spread of cargo 
preferences in the different countries, the case is otherwise. 

For instance, if you take the cargo preferences in South America, 
x» Norwegian line has ceased operating there, because of the cargo 
preferences, and other lines are maybe contemplating to cease opera- 
tions. They are simply put out of business by these things. 

Mr. Casry. Now, as to this “cheap and efficient shipping services,’ 

if this cargo-preference legislation is damaging to cheap and efficient 

ship ping services, it seems to me that it must naturally follow that 
the United States shipping services are not cheap and not efficient, 
and, by reason of the cargo preferences, you are required to import 
these cargoes 50 percent in American-flag ships. Does that not 
follow? You are talking in terms of “cheap and efficient services.” 
Where is the damage to cheap and efficient services by the cargo- 
preference legislation ? 

Mr. Lunn. It is this: If you have a Norwegian line going to many 
countries, they may go to 10 or 12 countries, port to port. For in- 
stance, the Norwegian Mediterranean line is going to harbors in 
France, Spain, Italy, Turkey, Israeli, Egypt, etc., and then they are 
met by cargo preferences in some countries, for instance, Egypt. 

The ships are discharging cargo and loading cargo. They are me 
by cargo preferences, and have to go on without getting any cargo, aad 
it is unused shipping space. 

[t would be a very interesting calculation if you calculated, if the 50 
percent rule was applied in every port like this, how much more ship- 
ping space would be needed to serve the world’s shipping needs. 

That is what I mean by this. 

Mr. Casey. Of course, the damage would be caused not by Public 
Law 664, but by this spread in the other countries / 

Mr. Lunp. Yes. Certainly this is true. 

Mr. Casey. Then this particular paragraph is misleading in that 
respect? It should not have been directed solely at the operation of 
Public Law 664, but rather to the possibility that the precedent set 

v Public Law 664 had spread? 

Mr. Lunn. That is the meaning of it. 

Mr. Cassy. I see. 

Now, the nations that are members of OEEC have subscribed, 
you point out in several places, to the proposition that shipping prac- 

ices of the participating countries are based on the free circulation 
of shipping in international trade in free and fair competition. 

Now, is there any bilateral agreement between Italy and Turkey ? 

Mr. Lunp. I don’t remember - that, sir. 

Mr. Casey. Are there any bilateral agreements or other cargo 
bes ference laws and regulations in effect between or among any of 

e participating countries of OEEC? 
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Mr. Lunp. A resolution passed is cited, regarding this question, « 
page 31 in my address: 

Participating countries should not enter into agreements with each other 0: 
with any other country, the effect of which would be to influence shipping in such 
a way that the participation of any flag is excluded or hampered. 

That was made in 1950, long before the Cargo Preference Act, and 
that, among others, was directed at these bilateral agreements. 

At that time I think 1 or 2 of the OEEC countries had entered into 
that sort of agreement, for instance, with South American govern- 
ments, who had insisted on that, and they said they had to accept it 
to get the commodities just after the war. It was at that time. 

However, I don’t know of any of the OEEC countries—there may 
be exceptions—but I don’t know of any who has it any more. The} 
have agreed to terminate this sort of agreement. 

Mr. Casry. They have agreed to terminate them ? 

Mr. Lunp. Yes. 

Mr. Casey. Of course, agreeing to terminate something and termi- 
nating it are two different things. 

Mr. Lunp. I think that doesn’t exist any more. I don’t know. 

Mr. Casey. If the 50-50 provision had not been enacted, or if it were 
repealed, has the United States any guarantee at the present time that 
all cargo preferences and flag discriminations would immediately be 
lifted? What guarantee w ould we have? 

Mr. Lunn. No: certainly not, sir. No; certainly not, but I think it 
would be a very good chance if the United States of America joined 
the OEEC countries in combating this sort of restriction. 

Mr. Casey. Of course, as we have pointed out, under the present 
Cargo Preference Act it costs no more to any of the countries that 
participate under title I of Public Law 480 for their freight services. 
even though we do pay the differential to the American tramp ships. 
That is true, is it not ? 

Mr. Lunn. I think that is right, sir. 

Mr. Casry. And the purpose of the direct subsidy that we give the 
liner services is to enable them to reduce their freight rate so that the 
will be on an equal level with their foreign competitors. 

Mr. Lunp. Yes, sir. 

Mr. Casey. So that the practice of having equality of freight rate 
and cheap freight rates made possible by direct payments from the 
Federal Treasury is unobjectionable to the foreign maritime nations ‘ 

Mr. Lunn. Yes, sir. 

Mr. Casey. It is all right if we provide cheaper services by paying 
for it out of the Federal Treasury? That is all right with the oan 
maritime nations / 

Mr. Lunn. Yes: I think so. 

Mr. Casry. Provided that we do not insure that there is a retum 
to the Federal Treasury of those payments by legislation that wil! 
enable us at least to participate in the foreign cargoes that those ship- 
might carry ¢ 

In other words, while we are paying out subsidies, the sole purpose 
of the 50-50 legislation is to put those subsidies on as sound and 2- 
economical a basis as possible, by assuring that we will have son: 
cargoes for the ships to lift ? 

Mr. Lunp. Yes: I understand. 





Ol 


Lay 
1e\ 


mn) 


ate- 


the 


Ns ¢ 


ing 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 409 


Mr. Casey. You have said that you have no objection to replacing 
the assistance given by the 50-50 legislation by further direct subsidies. 

Mr. Lunp. By further direct help, yes—direct means. 

Mr. Casey. Direct subsidies from the Federal Treasury ¢ 

Mr. Lunp. Yes. I mentioned write-off, trade-in. 

Mr. Casey. Has any study been made by anyone in the OEEC to 
determine what the effect be on the American merchant marine if there 
were no cargo preference legislation ? 

Mr. Lunp. No, sir; I don’t think so. 

Mr. Casey. So, in favoring the repeal of the cargo preference legis- 
lation, it was not determined as to precisely what assistance is being 
afforded the American merchant marine by that legislation, and how 
disastrous the effect would be on the American merchant marine if 
that legislation were repealed. 

This is a rather argumentative question, but I suppose that, if you 
do not know, it indicates that it was not deemed of sufficient concern 
to learn about before you adopted these resolutions ? 

Mr. Lunp. Sir; it would be impossible for us to say what means 
you would apply. That would be an American domestic affair. 

What we are saying is that the sort of means you are using by cargo 
preference will have evil effects which will be long- lasting and very 
damaging. 

Mr. Casey. Let me ask you this rather hypothetical question : 

Let us assume that the removal of the cargo preference legislation 
would immediately cause the demise of the American tramp fleet, and 
would so seriously impair the financial condition of the liner services 
as to jeopardize their possibilities of replacing their existing fleets. 
Would you personally still favor the repeal of the cargo preference 
legislation ? 

Mr. Lunn. Well, sir, I said that I agree that you must have a sizable 
umount of merchant marine. 

Mr. Casgy. A strong merchant marine? Do you want us to have a 
strong merchant marine ? 

Mr. Lunp. Well 

Mr. Casry. I know that that is not in here anywhere that you favor 
\ strong American merchant marine. 

Mr. Lunn. I think that is a domestic question. It is our opinion 
that cargo preference is not in order. 

Mr. Dineen. Mr. Casey, would you yield to me for a second, sir? 

Mr. Casey. Yes. 

Mr. Drncevx. Mr. Lund, along the line that Mr. Casey has taken in 
his questioning, as a practical matter, would not the Norwegians and 

he Norwegian merchant marine be considerably better off if they did 
not have the competition of the American merchant marine / 

Mr. Lunp. Yes; I suppose, sir; but that is not the main point in this, 
bv far not. 

Mr. Dinceti. Thank you, Mr. Casey. 

Mr Casey. Of course, we can argue theory and high philosophy in 

these things, as far as cargo preference is concerned, and it may well 
be that in theory and philosophy we would find a lot of answers which 

would agree with yours; but, in getting the practical aspects of the 
thing, we have to know what assistance and how vital is the assistance 


civen the American merchant marine by cargo-preference legislation. 
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I understand that your position is based more on serious philosophy 
than on the effect of cargo-preference legislation on the American 
merchant marine. 

Mr. Lunp. I think it is a very practical side that we are on. I think 
we are going much further than is usual in international relations, 
when saying we have no objections if you are not using those particular 
means. 

Mr. Casey. It is easy to take that position in Europe in an area 
where you have your own cheap labor and costs wie somewhat near 
par with other competing maritime nations. It is easy to talk ‘hese 

in terms of removal of cargo preference, but the proposition here is 
what effect would the removal of car go preference have on our existing 
American merchant marine. That is the practical aspect of it. 

You say that you know nothing about the practical aspect of i 

Mr. Lunn. I must consider that a domestic affair and, sir, we can- 
not give advic . to the United States. 

Mr. Casey. I do not really want any advice, just to know whether 
or not you knew about it. 

Do the countries of Western Europe need these surpluses that the 
United States have to offer under title I of 4807 Do they need these 
surpluses offered under title I of 480 / 

Mr. Lunp. To what extent they need them, I couldn't tell you, 
| couldn’t tell you that. There are some that are interested and some 
so far have said “No” or have been reluctant to accept, 1 understand. 

Mr. Casey. Do you think they would buy them if the cargo prefer- 
ence was removed ¢ 

Mr. Lunp. So they tell us at home, anyway. 

Mr. Casry. Mr. Lund, I think you were asked a question this morn- 
ing as to what happened to this NATO pool of ships during the 
Korean conflict. I do not know that in your answer to that you at 
lease gave me the information that I thought you might have given. 

Did the NATO pool provide the necessary shipping services for the 
lift to Korea and back ¢ 

Mr. Lunp. I don’t think it was in force, sir, and anyway, that was 
not in NATO. That was United Nations then, I think. Anyway, 
I can’t remember if that was in force at that time. I haven't thought 
of that. It was not agreed to at that time, I think. 

Mr. Cassy. If it had been in effect and we did not get much use 
out of it, it would certainly outweigh any effect we got out of any of 
our experiences in World War I and World War II? In other words, 

if something which only happened within the last 5 years proved 
ineffective so far as supplying services is concerned, we should cer- 
tainly put more weight on that than we should on something that hap- 
pened in World War I and World War II? 

Mr. Lunp. Anyway, it is agreed now. The Defense Shipping 
Authority, these agreements, are not the sole answer, it seems to me. 

Mr. Casey. We are talking now in terms of practical experience. 

Unless you know whether or not the NATO agreements were in 
effect at the time of the Korean conflict, we may as well pass over 
that, because there 1 1s nothing that you can contribute on that score. 

Mr. Petiy. Mr. Casey, would you yield to a question on that point / 

Mr. Casey. Yes. 

Mr. Petry. I wonder if the witness could tell us, using a hypotheti- 
cal case, whether, if hostilities broke out in Formosa, Red China at- 
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tacked Formosa, and we were mixed up in that, the NATO agreement 
would help provide us any ships in the Far East ? 

Mr. Lunp. I think, Mr. Congressman, that the details of this agree- 
ment are restricted. I can’t say anything about this. You must ask 
the State Department about this, and how it operates. 

Mr. Casey. Perhaps you know something about this aspect, then: 
{ think that in response to a question by Mr. Dingell you said that 
we were talking in terms here of economic mor ality when we talk 
of cargo-preference legislation. Did you agree that was about the 
essence of what we are talking about here? 

Mr. Lunn. Yes. 

Mr. Casgry. Norwegian ships engage in commerce with Red China; 
do they ? ¢ 

Mr. Lunp. Norwegian ships are, in that respect, following the 
agreements which have been made by the countries belonging to 
NATO. 

Mr. Casty. Do I understand from that that the United States has 
not tried to get these maritime nations of Western Europe to refrain 
from trading with Red China and the Soviet bloc? 

Mr. Lunp. United Nations has issued certain rules about this, and 
they are followed. 

Mr. Casry. I am just wondering if it is not a parallel situation here, 
that we have adopted the 50-50 cargo preference legislation and you 
are trying to give it up. Now, certainly we must “be trying to get 
you people to give up trading with the Soviet bloc, but your answer 
to me is that it 1s permissible; is that right ? 

Mr. Lunn. No; it is not, sir. That is very restricted. 

Mr. Casey. It is restricted to the fact of whether or not you are 
doing business with the Red Soviet bloc ? 

Mr. Lunn. No. There are very intricate and very long agreements 
made in Paris by an organization called COCOM as to what the rules 
are for the trade with Russia, with the Eastern World. 

Mr. Casey. Of course, we know that there are Norwegian ships 
doing business with the Soviet bloc in the Far E ast, because I have 

| front of me the record of hearings before a committee of this United 
States Congress, held in 1953, in which is a tabulation of the non- 

Communist registered merchant ships trading with the Soviet bloc 
in the Far East in 1950, and there is an indication here that there 
were a considerable number of Norwegian, Danish, and British ships 
engaged in that commerce. 

The only relevance that I can see to this kind of a situation is the 
fact that, when we talk philosophy and theory in terms of cargo 
prefe rence, we can also talk philosophy and theory in terms of doing 

bu siness with Communist nations. 

Mr. Lunn. That is right, sir; that it was discussed very much, and 
there were many complaints back in 1952 2, yes, on both these questions. 

There has been, as you know, a bit of disagreement between England 
iid perhaps other European countries, and the United States as to 
China on these matters. There is no doubt about that. 

There have been reached certain detailed agreements on these things, 
and I don’t remember that I heard any complaints from the United 
— of America for the last 2 years, I hink, about these things. I 
(on't think we have had that, sir. 
72725—56——27 
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Mr. Casey. Well, we are hopeful that, if we continue this cargo 
preference long enough, we W A not hear any complaints from the 
maritime nations of Western Europe, too. 

You say on page 19 that— 

When the market rates were at their lowest, the freight rates paid to United 
States tramp ship owners were more than twice the world market rates at which 
foreign ships were to be had. 

Of course, when freight rates are at their lowest, that brings into 
focus much more than at other times the disparity in operating ex- 
penses between the foreign and American tramp ships, dloes it not! 

In other words, when they are the lowest, that is when you really 
get down to the question as to whether it pays you to tie your ship up 
or to operate with the freight rate as it is, is 1t not? 

Mr. Lunp. I am sorry, sir. 

Mr. Casry. Let us put it this way: 

When freight rates are at their lowest, and the United States tramp 
ship is barely able to make a profit or even break even at the freight 
rate, due to the disparity in operating costs, a foreign tramp s map anght 
very well operate at a reasonable or a good profit ; is that right 

Mr. Lunp. Yes; that is right. 

Mr. Casey. So it is when the freight rate is at the lowest that it really 
brings into focus the great disparity in operating costs between the 
American and foreign tramp ? 

Mr. Lunp. Yes. 

Mr. Cassy. Are you familiar with the tramp rate in the past 6 
months ¢ 

Mr. Lunp. No; I could’t tell you that. Well, yes—reasonably. | 
could not quote them for you; no. 

Mr. Casey. But there have been times when there has been ver y little 
disparity between the American tramp rate and the foreign tramp 
rate; is that not a fact? 

Mr. Lunp. Yes, certainly. 

Mr. Casry. And those tramp rates are the result of supply and de- 
mand of the market at the particular time that the cargo is shipped! 

Mr. Lunp. Yes. 

Mr. Casey. And when an American tramp rate and a foreign tramp 
late are pretty close together, it means a tremendous profit for th 

foreign tramp owner, if the American is m: iking a reasonable profit ‘ 

Mr. Lunp. Yes; it makes him a good profit. 

Mr. Casry. A good profit / 

Mr. Lunp. Yes. 


Mr. Casry. Under the 50-50 cargo legislation we do provide that, 
unless the American ships ar . available at a fair and reasonable rate, 
the 50-50 legislation is inoperative. In other words, it is entirely 


permissive to ship those cargoes on foreign bottoms. You are familia! 
with that part of the law, are you? 

Mr. Lunp. Yes. 

Mr. Casey. And we have further provided in dollars and cents thi 


ceiling for tramp ship rates; in other words, that when the rate get: 
above that particular ceiling, then we can say that the American ships 


are not available at fair and reasonable rates? 
Mr. Lunn. Yes, sir. 


Mr. Casry. So that, but for the existence of the American tram) 
fleet, we would have no control over the amount of rates to be pail 
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to foreign tramp ship owners—that is a fact, is it not- 
the market would dictate? 

Mr. Lunp. That is right, sir. 

Mr. Casey. And, if we removed the 70 tramp ships that we have, 
would you care to express an opinion as to the possibility of those 
rates being considerably higher, or as to what 
with respect to the present time ? 

Mr. Lunp. That, of course, would depend upon the supply and de- 
mand, sir, just as for other commodities. 

Mr. Casey. But there is no legal ceiling at that point ? 
Mr. Lunp. No; there wouldn’t be any legal ceiling. 

Mr. Casey. And we would have no control over 
would be by way of Government fiat ? 

Mr. Lunp. Is the United States of America interested in a system 
of price controls? 

Mr. Casry. We have to be sometimes. 
ceiling on these freight rates under the 50 
do not have to pay high rates. 

Mr. Lunp. Well, isn’t the theory of free competition and free enter 
prise that it is the market which shall decide the prices ? 

Mr. Casry. At any rate, the foreign tramps, on the whole, within 
the past year, are making much more than a reasonable profit in 

rrying the cargoes that are financed through title I of Public | 
4805 is that not a fact ¢ 

Mr. Lunp. What is a reasonable profit, sir? It may be a high 
prolit, sometimes. Shipping is a business which has very great cycles 
up and down. 

In 1953 and 1954 it was a very bad freight market and a great 
many ships were laid up, also Norwegian ships. Then it is high some- 
times. That is another question. It wouldn’t be reasonable to have 
maximum prices if you don’t have minimum prices. 

Mr. Casey. It is all a question of where the necessity lies 

[ have one last question here. 

In connection with this special subcommittee of the Merchant 
Marine Committee that wen to Europe, you expressed some feeling 
ere that there was some misunderstanding on the part of this special 
aa“ in their conversations with the 2 ipa with whom 


they talked in Western Europe about the effect of 
eatin 


Mr. Lunp. Yes. 
Mr. Casey. Have you heard it said by any of your 
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their level might be 


what the rates 


That is why we have this 
50 legislation, so that we 
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0 prefere nce 


associates there 
they understand why the United States has to apply 
preference to aid cargoes / 

Mr. Lunp. I base that, sir, on the protests made by several countrse 
ind pointed out here, and by the fact that I cited later, that the 
Government has refused to buy with this 50-50 law attached, and I 
Know very well what they are thinking about these things. the different 
. 5, represent: itives of the Governments, in these countries. 

Mr. ASEY. I am not talking about the official positions that have 
een ti bre by their Governments; nor the refusal to buy commodities 
nder title I of 480. I am talking about the views expressed by the 

‘als of shipping companies and other people that were involved 


conversations with this special subcommittee, during its 
‘rip to E zurope. 
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Mr. Lunp. That is my belief, sir, that they will not admit that; and 
I think they refused to indicate that they don’t say they understand 
that the United States is really using that ‘kind of restrictions. 

Mr. Casey. You are not saying that they do not object to the cargo 
preference on the aid given under various legislation, as they do to 
it being applied to commercial cargoes, such as is done by the 17 or 
so nations in Latin and South America? That is where their prin- 
cipal objection lies; is it not? 

Mr. Lunn. Yes; that is true. 

The Cuatmrman. Thank you very much. We appreciate your com- . 
ing to appear before the committee. 

We hope that you have a nice sojourn in America. 

Mr. Lunp. Mr. Chairman, may I thank you very‘much for inviting 
me ¢ 

I am very impressed indeed that you are taking this trouble and 
that you are really going so thoroughly and objectively into the 
questions. It was very impressing to see the American democracy 
at work. 

Mr. Petty. Mr. Chairman, I wish that we had as fine advocates 
for the American seamen and American shipping, as the opponents 
lave, because I think Mr. Lund has demonstrated a great knowledge 
und ability in presenting a case. 

The Cuairman. I agree with you. 

Thank you very much. 

The committee will be in recess until tomorrow morning at 10 
o'clock. 


(Whereupon, at 4:05 p. m, the committee recessed until 10 a. m 


on Thursday, February 9, 1956.) 





OPERATION AND ADMINISTRATION OF THE 
CARGO PREFERENCE ACT 


THURSDAY, FEBRUARY 9, 1956 


Houser or REPRESENTATIVES, 
CoMMITrEE ON MercHANT MARINE AND FISHERIES, 
Washington, D. C. 

‘The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Building, Hon. Herbert C. Bonner (chairman) presiding. 

The CHaman. The committee will come to order. 

The first witness this morning is Mr. Donald G. Ward, of the United 
States Chamber of Commerce. 


STATEMENT OF DONALD G. WARD, MEMBER, TRANSPORTATION 
AND COMMUNICATION COMMITTEE, CHAMBER OF COMMERCE OF 
THE UNITED STATES, ACCOMPANIED BY VERNE R. SULLIVAN, 
ASSISTANT MANAGER 


The Cuarmman. Mr. Ward, do you have a prepared statement / 

Mr. Warp. I do, yes. 

The CHatkMAn. You may proceed. 

Mr. Warp. Mr. Chairman, I appreciate very much the opportunity 
to appear before you here this morning. I have had a vital interest 
in the 50-50 legislation, the cargo preference law, for quite a long 
while, and have followed its activities in past years rather closely. 

My name is Donald G. Ward. I am assistant vice president, pur- 
chasing and transportation of Olin-Mathieson Chemical Corp., New 
York City, which is a manufacturer, processor and shipper with 
plants throughout the United States and in foreign countries. 

We have a multimillion-dollar overseas trade both in movement of 
commodities between foreign countries and the export of commodities 
from the United States to foreign countries, and with manufacturing 
plants within foreign countries. 

I might explain at that point that we have many thousands of ship- 
ments from the United States overseas, including bulk commodities. 
We have a very vital interest in the agricultural commodities also, 
both within the United States and exporting of fertilizers in bulk 
from the United States overseas throughout the world. 

I am appearing on behalf of the Chamber of Commerce of the 
United States, as a member of its transportation and communication 
committee, in support of the objective of the Cargo Preference Act 
which this committee is now reviewing. This act, Public Law 664, 
enacted 18 months ago, was designed to assure that at least 50 perce) 
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of the United States Government-financed cargo is carried in Ameri- 
can vessels, 

I might say at that point that the 50 percent figure is not correct. 
While it was designed to move 50 percent, the facts and figures since 
1948 show that the movement is far less than 50 percent, taking into 
consideration not only shipments from the United States ports but 
shipments between foreign countries. 

The national chamber has consistently supported the belief that an 
adequate American merchant marine, under private ownership and 
operation with Government regulation and support, is required in the 
interest both of national security and of our foreign commerce. 

We believe that our American-flag merchant marine must. be kept 
healthy in order to assure an adequa ite reserve for national security 
purposes and a steady flow of goods and materials to and from foreign 
markets. Our efforts to accomplish this objective must be strength- 
ened in these times because of increased competition from shipping 
owned or subsidized or otherwise aided by foreign governments, and 
operated at lower cost due to lower standards of living. 

It may be of interest to the committe to know that last October I 
visited the Netherlands—Rotterdam, Amsterdam, The Hague— 
Switzerland, France, London, in an investigation of shipping matters 
and a question involving the construction of foreign ships or construc- 
tion of ships in American shipyards and the question of movement of 
thousands of tons annually of; product from foreign countries into the 
United States. My efforts were directed at determining the cost of 
movement on American-flag ships as against the foreign-flag ships in 
an effort to use American-flag ships if at all possible. 

The investigation has been carried on for 7 months, and, as of the 
present moment, I have not concluded negotiations for shipping be- 

cause of the fact that I have not succeeded in being able to use Ameri- 
can-flag ships, which has been my objective. 

I mention this because my knowledge of the United States-flag ma- 
rine transport: ition as against foreign shipping is not limited to just 
a casual investigation in this country by cable, by wire, or by corre- 
spondence. 

Mr. Casty. Before you get back to the prepared statement, you say 
you have been making a study of foreign shipping with the idea of 
Olin-Mathieson using American-flag as against foreign-flag shipping ? 

Mr. Warp. That is correct. I have been trying to use American- 
flag ships for this particular movement of bulk materials and ore from 
Dutch Guiana into the United States. I could have closed on foreign- 
flag ships months ago, but I am still working with American-flag lines 
in an endeavor to put this product on American ships. But I am not 
optimistic because of the cost factors. 

Mr. Casry. What is the difficulty / 

Mr. Warp. The difficulty is primarily one of the operating cost of 
the foreign-flag ship whic +h is so much lower than the American-flag 
line. 

For example, if a ship is constructed specially—and it will be—and 
operated under the American flag, built in Ameri ican yards, the cost of 
construction, as we all know, would be materially higher even though 
we did manage to obtain a construction subsidy. But, even more im- 
portant than ‘that, after allowing for the construction subsidy there is 
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no operating differential subsidy on the American-flag ship in this 
particular tre rade, the bulk ore trade. 

The result is, in my opinion—and no decision has been made; I am 
voing to emphasize that, but in my opinion when we complete these 
negotis itions, which will probably be in the next 3 weeks, we will end 
up with Liberian or Panamanian-flag ships operated with Trinidadian 
crews. It is purely a cost matter. 

Mr. Casey. These are purely commercial cargoes / 

Mr. Warp. That is correct. 

Mr. Casey. Is tramp shipping the type of ship that will carry this? 

Mr. Warp. It would be the normal type that will handle this type 
of traffic. 

The Cargo Preference Act was a reaffirmation of a long-standing 
congressional policy. Considering the changing nature of our for- 
eign-aid programs, the chamber has testified that such basic legisla- 
tion was needed in the interest of continuity of policy and efficient 
planning on the part of both Government and the shipping industry. 

Without a specific 50-50 provision in law I am convinced that 
American-flag vessels would not have been able to participate in the 
carriage of our Government-financed cargoes to the extent called for 
in our national maritime policy. American-flag vessels are now 
carrying only 20 to 25 percent of all American exports despite the 
apie ation of 50-50 to Government cargoes. 

Any further decrease in this proportion, as a result of a reduction 
in the amount of Government-financed cargoes carried, would have 
a serious effect on the maintenance of an adequate American merchant 
marine. Moreover, any such reduction would move us further toward 


a monopoly by foreign shipping of the transport of our foreign trade, 
which would be contrary to our often repeated national maritime 
pohiey epee | for an American-flag merchant marine capable of trans- 


porting a substantial portion of such trade. 

This percentage is dangerously far from substantial for either 
commerce or defense. 

In the call for this hearing, the chairman of this committee referred 
to continuing charges from various sources that the Cargo Preference 
Act is impeding programs for the export of surplus agricultural 
products. One of the charges to which he referred was that the law 
requires substantial additional shipping costs to be incurred with the 
alleged result that the total of funds available for the purchase of 
surplus commodities is being dissipated to that extent. 

The obvious congressional intent of the 50-50 provision was to 
assure a fair share of Government-financed freight movements for 
American-flag vessels in order to foster a healthy, active American- 
flag merchant marine. Any small additional cost that might thereby 
be incurred could be justified by the increased activity and health of 
the American-flag merchant fleet. 

In any event, the question of additional shipping charges does not 
appear to have interfered unduly with the disposal of surplus agri- 
cultural commodities. As a matter of fact, nearly 70 percent of the 
amount of surplus commodities authorized for disposal in the 3-year 
program of title I of the Agricultural Trade Development Act of 
1954 was committed in its first 18 months of operation. 





















418 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


The most recent statement showing operations under this law re- 
ports that 97 percent of the original authorization has been committed 
in the first 18 months. 

As to freight rates on American vessels, the bulk of the privately 
owned United States- flag dry-cargo merchant fleet operates in liner 
services where rates are equalized regardless of the flag. 

I might comment there that that is a rather broad statement, about 
equi alization of rates. They are not necessarily completely equalized. 
There happens to be such things as rebates in some foreign countries 
whereby, while you presumably have freight rate equ: alization, you 
actually have differential rates from foreign countries which are dif- 
ferent than the normal agreed rates which are established by the vari- 
ous rate conferences, 

No additional transportation costs should result from using Ameri- 

can ships operating in regularly scheduled service under rules estab- 
lished by the shipping 1 ‘ate conferences. 

Mr. Casey. Are these rebates legal ¢ 

Mr. Warp. In the foreign countries, yes. 

Mr. Casey. What is the use of having an agreement in conference 
if they are going to undercut the conference by making a rebate? 

Mr: Warp. It is a very unhappy situation for American shippers 
bidding for the foreign markets with products manufactured in this 
country in competition with products manufactured in foreign coun- 
tries. It means that we are cabling overseas day by day to be sure 
that the 5 or 10 percent undercut in the foreign shipping rates to, let 
us say, the Philippines, is taken into consideration in our bidding 
when we are using American conference rates. 

It is one of those relatively minor activities which has to be so care- 
fully watched in foreign trading. If you do not watch that you 
find you are not competitive and ‘the American business interests do 
not get the business. 

Mr. Miuzer. For the sake of the record, is rebating permitted on the 
American-flag ships? 

Mr. Warp. It is definitely not permitted. 

Mr. Miter. It is against the law? 

Mr. Warp. That is correct. I know of no rebating on American- 
flag ships or on the conference rate system. 

Mr. Casey. Does the industry know about this practice? 

Mr. Warp. Very much so. We cable on it regularly. 

I am thinking particularly of fertilizer shipments from the Nether- 
lands going into the Philippines, Pakistan, and India where we are 
ts aking | that into consideration in our bid prices. 

Mr. Tuompson. Mr. Chairman? 

The Cuarrman. Mr. Thompson. 

Mr. THompson. Mr. Ward, in what form do these rebates transpire 
By cash rebates or some other method ? 

Mr. Warp. They are actually a reduction in the rates paid by the 
foreign supplier, let us say in the Netherlands, although I want to 
emphasize I am not necessarily talking Netherlands alone. These 
shipments originate in west Germany, and they also originate in Bel- 
gium. And the actual payment of freight rates is less than the so 
called conference level of rates. 

ea are two forms of that rebate, one to the origin country on 2 
c. i. f. sale; in other words, where it is sold delivered. Another 
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form of rebate is where it is an under-the-table rebate in the foreign 
country of destination by the shipping company to the consignee. 
Those are foreign shipping companies. I do not know of those re- 
bates on American-flag lines from the United States to a foreign 
country, 

The latter type of rebate at destination is the kind of rebate that we 
cannot meet because we cannot put our finger on the amount of rebate 
at any given moment. We know they exist, and we know we have 
to take them into consideration. But whether it is going to be 10 
cents a ton or 20 cents a ton depends upon the conditions as of the time 
the shipment is made and the relations in the foreign country. 

The rebates in Europe, to the contrary, under the European con- 
ference, Far East, are definitely known rebates where they get a flat 
5 or 10 cents under the published rates. It is a known factor in the 
industry. 

Mr. THomrson. Would it be possible then for a rebate to be made 
in the form of some extra service rendered which otherwise would 
cost the shipper ? 

Mr. Warp. It definitely could be done. But my own experience 
has been such that I do not know where that form of rebate was 
handled through a service function, that is through stevedoring or 
something of that type, although I must admit that when we get 
into the tramp business on FIO rates. then the service function of 
undercutting competitive bids becomes vital. 

Mr. THomeson. Do you know of any such rebates at all that are 
worked through service functions, either tramp or commercial liner ? 

Mr. Warp. On tramp shipping you cannot honestly call it a rebate. 
The tramp shipping rates throughout the world are a basis for nego- 
tiation as of the given shipping period. Maybe I could best explain 
it by explaining that in the Chicago wheat bidding you are bidding 
for ships depending entirely on the worldwide shipping conditions. 
[f there is a heavy movement of wool from New Zealand to Europe 
it is very simple to get low-cost tramp ships from Europe back to 
New Zealand at that time of the year. When the wool movement stops 
then the rate starts going up on movements from Europe to New 
Zealand. 

When you are bidding on tramp rates it is possible to say that 
there is a rebate factor involving service because the rate that you 
set on the tramp includes all factors of loading and discharging time. 
It is purely a negotiating matter. There is no standard of normal 
commercial competition to affect your rates. 

Mr. THompson. Thank you, Mr. Ward. That is all, Mr. Chairman. 

The CHarrman. Would you insert in the record, if you know, the 
flag ships, the liner ships that indulge in these rebates? Not the 
tramps, but the liners. 

Mr. Warp. The names of the shipping companies ? 

The CHarrman. The nationality, the flag. 

Mr. Warp. Great Britain, Belgium to a very minor extent, the 
Netherlands, and Italy. Those are the ones that I am particularly 
familiar with. 

Mr, Casey. How about Norway and Denmark ? 

Mr. Warp. I do not know of rebates there. Although, from the 
standpoint of my work with these foreign shipping companies, I 
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am told it covers the whole of Europe. But I cannot confirm the 
other countries. 

Mr. THompson. In that connection, Mr. Chairman, I would like to 
ask Mr. Ward this question: In connection with your statement that 
only 20 to 25 percent of all American exports are handled by Ameri- 

can-flag vessels, do you know what that comparable figure would 
be for Great Britain, the United Kingdom ¢ 

Mr. Warp. I cannot speak with ‘authority on the subject because 
I have not checked that figure for over a year and a half. 

Mr. THomrson. It seems to me it was something over 40 percent. 
Mr. Cassy. The witness yesterday said that 59 percent of Great 
Britain’s foreign trade, both export and import, is carried in British 

ships. 

Mr. Tompson. I wonder how that would compare with all of the 
American foreign trade, not only exports but— 

Mr. Casey. Actually I think his figure really has reference to the 
foreign trade with the United States. I think the exports might even 
be less than 20 percent. 

Mr. Warp. I believe that is correct. 

The actual figure, as I understand it, on American-flag lines han- 
dling American-flag business, that is, American-industry business, is 
23 percent. It depends on how you set the figures up. They are down 
as low as 20 or as high as 2! 

Mr. THomrson. That was the purpose of wanting it in the record 
at this point, because the comparison, as I remember, last fall that 
was given to us was somewhat over 40 percent for the United King- 
.lom, according to one witness, and less than 25 percent for the Ameri- 
can export trade. 

Mr. Warp. As I recall it, 1 testified before this committee about 2 
vears ago that it was my understanding at that time that the United 
Kingdom was handling in excess of 60 percent on British-flag lines. 

Mr. Tuomrson. And actually it would show that the United King- 
dom is doing everything possible, including the rebating of fees or 
charges, to keep up their merchant marine. 

Mr. Warp. Well, it is of interest to note that when I was in London 
I spent a day on the Baltic Exchange, which is the primary shipping 
exchange that involves the w orldwide tr ading in ships. And I believe 
that it is well known to people who are familiar with the shipping 
business in London—and I visited many of them over there—that 
every effort is made on the part of the citizens of Great Britain to 
move their products on their own ships. 

Mr. THompson. Are there any laws prohibiting rebating in the 
United Kingdom ? 

Mr. Warp. None whatsoever to my knowledge. I am sure it is 
per fectly legal. 

Mr. Txomrson. Then there cannot be too much criticism on the 
50-50 law so far as they are concerned, could there ? 

Mr. Warp. I obviously do not believe there could be. I cannot see 
any reason for a foreign country even considering discussing the ques- 
tion of the desire of the United States to transport up to 50 percent 
of its own cargo in its own ships. 

The Cuarrman. We are speaking here, sir, of aid cargoes: not the 
veneral cargoes. 
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Mr. Warp. Yes; we are talking about our own Government-financed 
cargoes. 

The CrarMan. I want that always to appear in the record, that 
we are not speaking of our general, normal business. 

Mr. Warp. It just seems beyond comprehension that, with the 
attitude that we know exists in the maritime nations throughout the 
world in supporting their own maritime fleets, not only from the 
standpoint of their own Government support but also from the stand- 
point of their industrial support as citizens of their countries, that 
anyone could have any objection or any critcism of an effort made by 
the United States Government to transport 50 percent of its own aid 
cargoes on its own merchant marine. It just seems beyond compre- 
hension to me. 

The CHarrmMan. You may proceed, sir. 

Mr. Warp. As to freight rates on American vessels, the bulk of the 
privately owned United States-flag dry-cargo merchant fleet operates 
in liner services where rates are equalized regardless of the flag. No 
additional transportation costs should result from using American 
ships operating in regularly scheduled service under rules estab- 
lished by the shipping rate conferences. 

Some of the surplus disposal commodities do move on tramp ves- 
sels where American costs and rates normally are somewhat higher 
than on foreign ships because of our higher standard of living. An 
apparent saving could perhaps be achieved by eliminating transporta- 
tion of 50-50 cargoes on American tramps. Unfortunately, this sav- 
ing would, at most, be temporary. This is true because American 
tramps without the 50-50 provision could not compete with foreign- 
flag tramps and would transfer to foreign flags in increasing numbers. 
Such transfer would place us at the mercy of foreign tramp rates 
which are entirely unregulated. 

American tramp rates are now subject to a ceiling imposed by the 
Maritime Administration. Beyond that ceiling rates are not “fair 
and reasonable” and carriers offering them are not entitled to partici- 
pation in Public Law 664 cargoes. If all tramp vessels were under 
foreign flag there would be no determination of “fair and reasonable.” 
We would pay the rate demanded by foreign shipowners. 

The CHarrman. Would you enlarge on that just a little. 

Mr. Warp. Yes; I would be glad to. 

The Crarrman. If our tramp fleet were driven entirely from the 
sea, then what would take place ? 

Mr. Warp. There would be a disastrous effect in connection with the 
sale of American-produced materials and products, and agricultural 
as well, for movement overseas. 

Now when I made that statement I am talking commercial cargoes, 
not Government-aid cargoes. ‘The tramp rates have a ceiling on them, 
and that ceiling is generally the so-called conference-line ships or the 
liner vessels. The minimum rate on tramp ships is purely and simply 
what the trade will bear, what will move the goods. The foreign 
tramps operate so much more cheaply than the American tramps that 
they have a wide margin between the maximum ceiling and the mini- 
mum operating costs in which they can bid any cargo at any time 
and take it away from the American tramp. If the American tramp 
tried to meet that competition he would be bankrupt. 

Tam not qualifying that statement : He canot do that. 
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The ultimate result would be that once the American tramp is out 
of the picture the foreign tramps would take all of our export business. 
We would not have any left. And the amount that they would charge 
for shipment from the United States would be the maximum figure 
available at the time. 

If the foreign tramp could get his shipment from a foreign source, 
let us say European sources, Japan, or elsewhere, and their tramps 
were in position over there, they would take it depending upon the 
availability of tramps in that area. The foreign tramps coming into 
the United States would hold the rate just as high as they possibly 
could, and we would either disappear from the foreign trade com- 
pletely or we would have to pay that higher rate. And I can assure 
you on one thing: American industry would be outbid in the foreign 
fields. 

When I make these statements I am not making them generally. I 
umn talking about experience in the last 6 years in the fertilizer trade. 
Where fertilizer has moved overseas in large volumes, in bulk, 10,000- 
ton shipload lots, under our Government-aid cargoes, under 50-50, 
the American fertilizer interests obtained some of the overseas busi- 
ness. When there was an extreme shortage of fertilizer there was no 
problem. After the foreign countries built up their fertilizer produc- 
tion, then the United States proportion of the fertilized business 
started to disappear. 

One of the reasons it started to disappear was because of the fact 
that Government did not apply the provisions of 50-50 to the ferti- 
lizer shipments up until the time of Public Law 664. Even after 
Public Law 664 the Government bought a great deal of its fertilizer 
shipments overseas and stated—whether correctly or not is a difficult 
answer to make—that American tramps were not available at reason- 
able rates, and they still shipped them by foreign vessels and undercut 
the foreign markets. 

My own company, for example, has lost over 82 percent of its 
fertilizer business in the Philippines to foreign producers and foreign 
ships. They both tie together. 

Mr. Tompson. Do the German producers get into that market ? 

Mr. Warp. Very strongly, sir. 

Mr. Tuompson. Or the Japanese ? 

Mr. Warp. The Japanese have taken the sulfate ammonia market 
by virtue of the new sulfate plant built over there with American 
money. 


Mr. Mitier. Where is that plant located ? 

Mr. Warp. In Japan. 

Mr. Mitier. You don’t know where in Japan? 

Mr. Warp. No. 

Mr. THompson. Many of these plants were built with American 
dollars; were they not? 

Mr. Warp. That is correct. 

Mr. Tuomrson. There’s competition not only because of American 
dollars being used to build plants and American technicians built them, 
but also because of the competition in transportation costs? 

Mr. Warp. That is correct. 

The transportation is equally as vital a point as the production 
cost or manufacturing cost at the plant. 
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Mr. THompson. You are representing the chamber of commerce 
here today ? 

Mr. Warp. Right. 

Mr. THompson. But : actually in your position with the Olin-Mathie- 
<on Chemical Co., you have quite a large operation in my district in 
Louisiana. How has this unfair competition affected your operations 
in Louisiana ¢ 

Mr. Warp. In Louisiana I do not believe it has affected us. We have 
a large lumber business there. We have a large caustic soda chlorine 
plant over there, and soda ash plant. In those particular trades we 
— very little overseas business. In the lumber fields we cannot 
compete. And in the soda products field it is primarily to South 
America. 

We have been hurt to some extent by Great Britain because, again, 
of lower shipping rates from Great Britain to Brazil, than we have 
from the United States down to Brazil. But I cannot honestly say 
that we have been vitally hurt in Louisiana. Our fertilizer operations 
are not there; they are in Texas. 

Mr. THompson. Are your Texas operations affected, sir ¢ 

Mr. Warp. I beg your pardon? 

Mr, Tompson. Are the Texas operations of the Mathieson com- 
pany affected ¢ 

Mr. Warp. They have been definitely affected, very much so. 

We worked for 6 years in developing a 60,000-ton-a- year fertilizer 
business to the Philippines. This year if we move 10,000 tons we are 
going to be unduly fortunate. 

Mr. THompson. But is that not a better position than before the 
passage of Public Law 664? 

Mr. Warp. Very much so. 

Mr. Tuompson. So there has been some improvement made / 

Mr. Warp. There has been a decided improvement, and there could 
be a much better improvement. 

| was exceedingly hopeful when I appeared before this committee 
~ years ago that the 50-50 bill would have a definite effect on improv- 
ng the United States position in the worldwide fertilizer market. It 
x some improvement, about 20-percent improvement, but far from 

‘ position which existed 5 years earlier. It is not a very happy 
citnaliels for the American fertilizer interests. 

There is a reason for that. Fertilizers, in order to be produced 

ud supplied to the farmer at a reasonable cost, have to be produced 
on a year-around basis, month by month, and not seasonal. You try 
keep your plants running on an annual basis in order to keep your 

t to the farmer at the lowest possible point. You have to have 
some place to put that fertilizer. It is almost impossible to economi- 
cally store it in the off season when they are not using the fertilizer. 

So the foreign fields have been a very excellent place to sell our 
fertilizer when the farmer in the United States is not using it. 

Unfortunately today the overseas fertilizer business has primaril) 

one to foreign producers, and by foreign ships, and we are running 
ito an increasingly difficult problem in keeping up the economic 
facture of fertilizer on a year-around basis. 

The ultimate effect on the long-term basis would be some increas 

cost to the farmer. There obviously must be. 
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The 50-50 bill has, however, been of importance in that field, great 
importance. 

Mr. THomrson. I want to say to you that the Mathieson operation 
at Lake Charles, La., over the years has been one of our finest indus- 
tries. The people connected with it are an asset to the community 
there. 

Mr. Chairman, I think what should be pointed up here in this ferti- 
lizer instance is that this goes into the aspect of foreign aid to other 
countries where we spend American dollars, hard-earned tax dollars, 
to help another country to produce enough fertilizer for themselves,, 
and in addition to that we build up a capacity for them to go into 
competition not only with our industries here but with our merchant 
marine. I think the record should show that. 

That is all I have, Mr. Chairman. 

Mr. Warp. Title I of the Agricultural Trade Development Act now 
authorizes $114 billion worth of surplus agricultural products to be 
disposed of abroad. This represents a sizable amount of export cargo 
and the American-flag merchant marine should not be denied an op- 
portunity to participate in transporting it. On the contrary, we 
believe it is proper that vessels under the American flag should be 
guaranteed an opportunity to participate in the carriage of cargo gen- 
erated through tax funds. This is accomplished through the 50-50 
provision of the Cargo Preference Act, and, I repeat, I am convinced 
American shipping would not have a proper opportunity to participate 
without. that act. 

The membership of the national chamber believes that an adequate 
American merchant marine is essential to our commerce and national 
security and that the principle of the Cargo Preference Act must be 
preserved if the United States is to have this valuable national-defense 
asset. 

The CuarrmMan. Now the complaint here before this committee and 
before the Congress has been that we have been unable to move the 
agricultural surpluses due to the 50-50 provision on shipping. 

Our State Department in conjunction with the Department of 
Agriculture has negotiated with various countries with respect to pur- 
chases of these surpluses under the provisions of existing law. 

Asa businessman, which you are, in a worldwide field, suppose your 
sales force were abroad negotiating transactions on sales and then 
someone came along and made a statement such as the Secretary of 

Agriculture made when the negotiations were being carried on for the 
sale of surplus commodities to foreign countries. And I will quote the 
Secretary : 

From the European side, the United States has been severely criticized for 
the law which sets forth that at least half of exports from the surplus stocks 
must be transported on American ships. Mr. Benson stated that this 50 percent 
clause, which protects American shipping industry, is strongly opposed by the 
American farmers, and he himself was of the same opinion. 

“I have the feeling,” he said, “that this law will probably undergo a change.” 

I merely ask you, in the light of this statement and similar state- 
ments, would that have a tendency to stymie, retard, or stop negotia- 
tions with foreign countries with respect to purchasing our surplus 
agricultural commodities? 

Mr. Warp. Mr. Chairman, in my opinion, it would not only have a 
tendency but I think it would definitely prejudice the negotiations 
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and would give those parties to whom he made that statement an idea 

that they might hold off what they are doing in the hope that there 
might bea change. I think it w ould prejudice » the negotiations exceed- 
ingly, seriously. 

The Cuarrman. That in itself is the basis and is the reason for the 
delay in negotiating these sales, in your opinion / 

Mr. Warp. I believe very definitely so, that it would do that. 

I have some figures here which probably your committee has already 
seen which indicate, to me at least, that the nations objecting to 50-50 
have not permitted that objection to seriously affect their purchases 
of surplus commodities. 

I notice for the 24 months ending June 30, 1955, that the United 
Kingdom purchased surplus United States agricultural commodities 
for local currencies under sections 550 and 402 of the Mutual Secur ity 
Act, totaling $140.78 million worth of agricultural commodities. 

The only one that I know of that apparently did not purchase was 
Denmark. And with respect to Denmark there was some question 
whether that was because of the 50-50 bill. 

Mr. Casey. Is that not Sweden that did not purchase? 

Mr. Warp. No. It was Denmark. 

Sweden purchases were nothing; that is correct. 

Mr. Casry. Didn’t Denmark purchase $4 million ¢ 

Mr. Warp. Denmark purchased $4 million under the Mutual Se- 
curity Act of 1954, which included the ocean transportation charges. 
They refused to purchase under Public Law 480, and in my opinion 
that was because they met their requirements under the Mutual Se- 
curity Act. They did not have any more requirement. They had 
nothing further to purchase. That is the record I have here in front 
of me. I have no reason to question that record. 

The CuHarrman. Mr. Robeson / 

Mr. Rorgson. Would you care to comment on the policy that is 
called package deals for these commodities, of lumping together vari- 
ous amounts of different commodities and insisting on “selling the 
whole package rather than each product being sold on its own? That 
appears to bea policy, I think, that was admitted. 

Mr. Warp. Well, it is a little difficult for me to comment on that. 
I realize that package deals are not an unusual situation in commercial 
transactions. I realize that such activities spread over to Govern- 
ment transactions as well. 

Package deals, as a general rule, are more or less frowned upon. 
They are : forced deals to some extent. If you want one thing you have 
got to take another. It is that sort of business. 

I hope that our Agriculture Department would not do a thing 
like that. I would say that it is not exactly the right way to do busi- 
ness. Commerce interests do it, but generally it is pretty well frowned 
upon. 

If I understood your problem rightly, it is that if you want some 
Bourbon you have got to buy some Scotch or vice versa. It is a 
blackjack type of deal, frankly. 

Mr. Tuompson. I think brandy was what was used. 

Mr. Roseson. We were really talking about agricultural products, 
wheat, corn, and processed fruits and various other things. And 
tobacco was mentioned a good deal. 
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There appeared to be evidence, to me at least, that some of these 
products could have been disposed of if they had been available to 
them except in a deal. 

Mr. Warp. I am not really qualified to talk about what the Agri- 
culture Department has been doing with respect to how they have 
negotiated their overseas transactions. 

Mr. Rosrson. That is all, Mr. Chairman. 

The CHarrman, Mr. Van Pelt? 

Mr. Van Pet. No questions. 

The CuHarrman. Mr. Thompson ? 

Mr. THompson. Just one brief question, Mr. Chairman. 

Mr. Ward, in your opinion as a businessman, what would you say to 
a policy of the United States Government that could conceivably be 
adopted of making these payments to countries in kind rather than 
through the complic: ated processes of an exchange of money first and 
then the purchase of surplus agricultural products ¢ 

Mr. Warp. I would definitely favor such a movement of handling it 
in kind wherever possible. In overseas trading many of our indus- 
trial companies, because of the financial aspects of moving funds be- 
tween countries, have found it mandatory that they work on that basis 
of transferring funds through movement of commodities rather than 
dollars for other foreign currency. 

Mr. THompson. If such a policy could be adopted, in your opinion 
do you not think that the American merchant marine could then say we 
will move all of these commodities on American bottoms? The Gov- 
ernment could very easily tell a country that we are not only going to 
give them this wheat but we are going to deliver it to a port of their 
choosing. How then could that country complain about which ships 
the commodity were shipped on ? 

Mr. Warp. I do not think that country would have any legitimate 
complaint. But let me point ont one thing, gentlemen. I still believe 
that they do not have any legitimate complaint now. 

Mr. Tuomrson. I agree, sir. 

Mr. Warp. And, furthermore, when you mentioned all of the com- 
modities I for one would not believe it practical. The movement of 
bulk commodities in large tonnage lots is primarily a tramp and not 
a liner movement to a major extent. And the availability of the tramp 
at a given place and time is a very vital part of it. We do not have 
enough American tramps to take care of all of our business. We 
might have to be moving tramps empty around the world, and that 
would not doeither. The cost would be entirely excessive. 

The tramp movement is purely a reflection of general business con- 
ditions country by country, season by season. That is one reason why 
I think that the United States Congress has been most reasonable in 
its 50-50 provision rather than, let us say, what was argued about for 
many years, a 100 percent provision. I think they were most reason- 
able about it. The 100 percent provision would be detrimental to the 
movement and steady flow of commodities. 

For example, where you have your coal in tremendous amounts 
moving to Europe, that has tightened up the tramp market at the pres- 
ent time, and it will stay tight for at least 2 years as far as we can 
foresee it now. When those coal ships get to Europe they have got to 
have cargoes. They have got to go somewhere around the world. 
They cannot afford to come back here empty. 
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Mr. THomrson. Of course, when there is a currency exchange and 
an actual purchase of these surplus commodities it tends to give the 
purchasing country a proprietary interest or a feeling of [enero 
ship over these funds and a feeling that they could demand that these 
shipments be made on liners of their ¢ hoosing. 

Mr. Warp. They make a kind of quasi- -commercial transaction out 
of what is truly not a commercial transaction. 

Mr. THomrson. If it were 100 percent, which of course would be 
extreme, we would possibly get much more than we are getting now 
with fewer complaints from the receiving countries. 

Mr. Warp. I quite agree with you. 

I might say that I recall that President Eisenhower, when he signed, 
I believe it was, Public Law 480, made the statement that he was hope- 
ful that this would be a temporary measure and that in due course 
it would result in a reversion to commercial transaction. 

The CuHarrman. Mr. Pelly. 

Mr. Petuy. Mr. Ward, the Chamber of Commerce of the United 
States has established a policy not only on transportation but on many 
other categories of business, as I understand. One of those would 
probably be : agriculture, would it not 

Mr. Warp. Very much so. Our agriculture committee is a very 
strong and excellent committee. 

Mr. Pretty. Has the policy on agriculture ever taken exception to 
title lof Public Law 480? Do you know ? 

Mr. Warp. Mr. Pelly, I would like to ask Mr. Sullivan of the cham- 
ber staff to be sure that I am right in my answer on it. 

It is my understanding they had not, but I would like to find out 
from Mr. Sullivan, if you will permit, Mr. Chairman. 

lhe Cuarrman. Will you give your name, Mr. Sullivan ? 

Mr. Sutntvan. I am Verne R. Sullivan, assistant manager of the 
transportation and communication department of the United States 
Chamber of Commerce. 

We have not taken a position on title I of Public Law 480, Mr. 
Chairman. 

Mr. Petty. They have not opposed it ? 

Mr. Sutiivan. They have not favored it either. 

Mr. Petty. Mr. Ward, a while back in your testimony you referred 
to the manipulation of foreign freight rates in order to capture busi- 

ess, and mentioned the subject of rebates. Do you in the performance 
of your private-enterprise duties see the balance sheets of foreign cor- 
porations ? 

Mr. Warp. Occasionally, but very, very seldom. 

Mr. Petty. Do you see your competitors’ statements at all ? 

Mr. Warp. I see their published financial statements; yes. 

_ Prniy. In certain foreign countries I have heard that there is 

category of expense which seems to be accepted as so-called secret 
mmussions. Are you familiar with that ? 

Mr. Warp. I am quite familiar with it. It is particularly prevalent 
in South America. 

Mr. Petry. I believe some E uropean countries use it. 

Would that then be a gentleman’s expression for what we might call 

this country a bribe? 
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Mr. Warp. It is a difficult question to answer, Mr. Pelly. Frankly, 
it is a question of what services were performed for the so-called com- 
mission. In some cases there is a very definite service performed. 
The party getting the commission completely controls the sale. He 
has made the sale. In other cases he has not. In the latter case you 
might call it a bribe, and in the first case you would not. 

It would take analysis of the services rendered by the party who 
gets it in each case to know what category to put it in. It is an 
extremely complex matter to find out just what it means. 

I have had occasion to investigate a few of those cases because we 
have lost business where we were the low bidder. We were a sufli- 
ciently low bidder that the differential in freight rates was offset in 
our low bid and we still lost the business. 

On investigating those cases we never could run them down as to 
what happened to them. 

Mr. Peiy. I guess it would be pretty hard to run down the secret 
commission account of a private org: ganization, would it not? 

Mr. Warp. It is practically an impossibility for private industry 
to run that down. 

Mr. Petty. Actually, it is an established practice in certain foreign 
countries by certain for eign corporations / 

Mr. Warp. Very definitely so. 

We know of cases where, if you want to sell in a certain foreign 
country, there has to be some work done in the foreign country before 
you can sell. We know that exists. We bump our nose into it occa- 
sionally. 

Mr. Petiy. Actually, it is not unheard of in some cases for govern- 
ment officials to receive commissions, is it, in foreign countries ! 

Mr. Warp. It is definitely not unheard of. It is a known fact. 

Mr. Petxy. In other words, it might well be that in addition to 
preferences or licensing arrangements which would work to the detri- 
ment of this country there would also be the utilization of actual out- 
right payment of money in order to control business ? 

Mr. Warp. I believe that exists. But I am afraid it would be difli- 
cult for me to testify to that, because when one does that they have 
to have facts, and facts are almost impossible to obtain. 

Mr. Petty. But you do know it is pretty hard for an American cor- 
poration to do business in competition with certain foreign corpora- 
tions that have the support of the government ? 

Mr. Warp. That is correct. 

Mr. Petry. That is one of the reasons that you so strongly urge 
the continuation of the Cargo Preference Act, in order to help the 
American corporations combat foreign competition / 

Mr. Warp. Yes; it is. 

1 might phrase it this way: That I am convinced that without 
strong American merchant marine, which includes the tramp, that 
American business would be very, very badly prejudiced in doing 
business overseas. 

During a period when ships are in long supply, that prejudice 
becomes relatively less important because of the fact that shipping 
companies throughout the world are after cargoes for their ships, and 
there is nothing that can be done to substitute for cargoes. You have 
got to have cargoes, or a ship does not operate, regardless of subsidy 
or otherwise. 
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But when we get into a shortage of ships, as we are today, and as 
we probably will be, in my opinion, for at least the next 4 years, then 
without American ships American industry gets into a serious posi- 
tion, not only in the tramp field but in the liner field. 

In the liner field, without American shipping companies having 
strong representation on the steamship conferences, we will never 
be able to obtain freight rate levels covering worldwide trading 
which will enable American industry to compete with foreign in- 
dustry. It is only the American shipping company representatives 
on the rate conferences that keep those rate conferences under con- 
trol, which gives us some degree of protection in American industry 
shipping overseas. 

Mr. Petiy. You understand that as far as the operation of title I 
of Public Law 480 is concerned it has not actually cost our farmers 
one cent. That is, it has cost the Commodity Credit Corporation 
and the Government. It has cost them a small amount. 

Mr. Warp. That is my understanding. ‘That is why I made the 
statement in my testimony as to a very small figure. I was not speak- 
ing about the fact that the differential in rates might necessarily be 
small, because I do not know the actual dollar figure. But it has 
actually cost the United States Government, the taxpayer, and not 
the farmer. 

It is my opinion that the farm interests themselves do not know 
the facts on our American merchant marine or many of them would 
not take the stand they are taking. 

Mr. Petty. Sometimes it is an end product as far as the farmer 
is concerned like a flour mill operator might be helping the farmer 
if he sold his flour abroad, and yet, by the m: inipulation of freight 
rates, he would lose his long-established markets and thereby the 
farmer would be hurt and never know it. 

Mr. Warp. That is right. 

If the farm interests would look at this from the broad standpoint 
of fact and give it careful study they would find that without the 
American merchant marine, which is so importantly assisted by the 
Cargo Preference Act, they would find their long-term interests were 
exceedingly, seriously injured. In fact, I think they would be dis. 
astrously injured. 

Mr. Petty. The Chamber of Commerce of the United States can 
do a great service to the farmer if they help in that educational 
process because they have got the other side of the picture. 

Mr. Warp. I might say, Mr. Pelly, that the C amaiiaas of Commerce 
of the United States has had an exceedingly thorough review of the 
cargo preference bill, and, in that review, have referred it to all of 
its members throughout the United States and to all of its local 
chambers throughout the United States. It has had very, very wide 
publicity among the chamber members. 

Mr. Petty. In other words, there are, through membership of the 
various chambers of commerce, thousands of members who have 


studied this problem on agricultural commodities throughout the 
country ¢ 


Mr. Warp. That is correct. 
Mr. Preity. They, in turn, have come up with this strong support 
for the 50-50 cargo preference? 
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Mr. Warp. It is true that every local paper in the United States has 
had a full and complete opportunity to review the chamber policy on 
the cargo preference bill. Without exception, the members have all 
had opportunity to vote on it and express their favor or their disfavor 
with the bill. 

The consensus of opinion or the actual vote in the chamber was for 
the cargo eee bill, and has been for many years. 

Mr. Casey. Might I ask at that point this question : 

I think you asked the witness, Mr. Pelly, whether the agriculture 
committee of the chamber had any objection to title I of Public Law 
180. I think that really the record should indicate whether or not 
the agriculture committee had any objection to the application of 
Public Law 664 to title I of Public Law 480 rather than objection to 
Public Law 480. 

Would you also indicate, Mr. Sullivan, if the agriculture committee 
had no objection to the application of the 50-50 law to title I of 480? 

Mr. Sutiivan. Yes, that has been referred to them, and they had no 
objection. 

Mr. Casry. Thank you. 

Mr. Petty. Thank you, Mr. Ward. 

The CHarrman. Mr. Miller? 

Mr. Mitzier. Mr. Ward, one of the witnesses before this committee 
was quite concerned with the trend, particularly in South American 
nations, toward a system of bilateral treaties setting up cargo prefer- 
ences for those countries, and offered it as an argument against this 
because the threat might affect American shipping. 

Do you think that that trend might be detrimental to American 
shipping ? 

Mr. Warp. I definitely do not. I have a reason for that. 

Mr. Mitier. I would like to have the reason because it was stressed 
that it was the forerunner of something that would hurt us very 
badly. 

Mr. Warp. That point was brought out very definitely before this 
committee 2 years ago. I was asked that specific question, and my an- 
swer was, as I recall it, somewhat as follows, that the maritime nations 
today are, through their private industries, their private citizens as 
well as to Government activity, supporting their own maritime inter- 
ests to the fullest possible extent, and that 50-50 as such could not 
change the position in Great Britain or Norway or the Netherlands 
or elsewhere. They are already doing far more than we do to support 
their own merchant marine. They could do little more than they are 
doing today. They are doing it in every way. They are doing it by 
construction, they are doing it by lower labor costs, they are doing it 
by the definite routing polic cies of their shipments, the “y are doing it by 
waiting for British ships, for example, for Dutch ships to move Dutch 
cargoes and British cargoes. In every way possible they support their 
own merchant marine. 

i personally feel that it is a disgrace when American industry does 
not support the American merchant marine also, 

[ must say in apology, however, as to that point, that there are 
specific cases where, even though American industry makes an effort 
to support its merchant marine, because of the tremendous difference 
and the cost factors of foreign tramps as against American tramps 
you cannot do it. If you did it you would not sell overseas. It is a 
very unfortunate situation. 
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Mr. Casry. Mr. Miller, may I ask at that point whether these foreign 
governments assist their merchant marines by denying dollar credits 
to pay for freight aboard American-flag ships. 

Mr. Warp. That is a difficult question to answer. Insofar as the 
European nations are concerned, | am not informed. Insofar as some 
of the South American countries, yes, it has been done by Brazil, for 
example. 

Mr. Mitier. The only other question that I would have is this one: 
We were told about $769 million worth of products disposed of under 
this program. And the record shows that the people handling the 
program failed in about $38 million worth of sales. 

If you sent your salesmen throughout the world and they did $769 
million and only failed in $38 million, or about 5 percent of their effort, 
would you think you had pretty good salesmen 4 

Mr. Warp. I would say I had the finest salesmen in the world. 
They should have an increase in salary, I am sure. 

Mr. Mixxer. In other words, as to that 5 percent, however much we 
would like to get it, if you got 95 percent of the business you went 
ufter you would think you were doing a pretty good job! 

Mr: Warp. I think all businessmen in setting up sales programs al- 
ways Increase them by about 25 percent and hope the salesmen will 
come close to their target. 

Mr. Mitter. That is all. 

The Cuarrman. Mr. Byrne? 

Mr. Byrne. No questions. 

The CuHarrman. Mr. Dingell? 

Mr. Dineextu. No questions, Mr. Chairman. 

The CuarrmMan. The maritime officials have testified here about our 
tramps getting 78 percent of their business through mutual aid car- 
goes, and the liner services are getting 19 percent plus from these car- 
goes at the present time. And if the 50-50 provision were discon- 
tinued it would mean the collapse, the fin: ail collapse of both these 
types of shipping under the American flag. 

I think you have answered this question, but I wanted to get it in the 
record clearly. 

What effect would the absence of our merchant marine—which it 
would mean because our ships would be tied up—what effect would 
that have on normal commercial business, import and export, of our 
industries? Would it be detrimental or would they go on in the usual 
normal way to prosper in business ? 

Mr. Warp. Mr. Chairman, in my opinion, it would have a disastrous 
effect on American business. History has proven that without an 
American merchant marine—and I am not speaking for defense be- 
cause I know that the defense factors are well known to you gentle- 
men 

The CuarrmMan. Any intelligent person knows we must have it for 
defense. But I am thinking solely of a normal export and import 
commercial business. 

Mr. Warp. It would have an absolutely disastrous effect, and it 
would particularly be disastrous in the event that any worldwide 
emergencies arose. 

History has proven to us that when foreign countries get in trouble, 
particularly the maritime ones, their vessels are immediately pulled 
out of American trade, and our trade is left high and dry without any 
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ships to move our cargoes. That has happened time and time and time 
again. Our cargoes “sit on our docks, and our foreign trade disap- 
pears. We do not have any ships to move our cargoes. That has 
happened just recently, some 3 years ago. The cargo gets tied up on 
the docks and it cannot be moved. Our foreign overseas business dis- 
appears off the seas. 

The Cuarrman. Mr. Casey ? 

Mr. Casry. Mr. Ward, I think it is fairly obvious that tramp ship- 
ping which is not subsidized directly by the Government cannot com- 
pete with foreign tramps, and that since they get 78 percent of their 
business from aid cargoes, it is obvious that they would immediately 
disappear, at least from the American flag and go to foreign flags. 
But we do subsidize the liner services and we subsidize them by pay- 
ing the difference between their operating costs and their foreign 
competitors’. In that way they are able to agree in conference agree- 
ments to rates that are equal with their foreign competitors. 

Now, forgetting the tramp fleet for the minute, why is it that if we 
removed the 50-50 legislation from the books—in other words, sup- 
pose we took it off—why is it that they would be affected? In other 
words, why can’t they compete equally with foreign liners for this 
business ¢ 

Mr. Warp. It is an exceedingly complex question. I do not believe 
it is a question that they cannot compete; it is a question that they 
would not get the business. Their rates are identical from the same 
origin port to the same port of destination. Therefore, they can 
compete. 

But history has proven that they do not get the business if you do 
not have the 50-50 bill because of the fact that in the application of 
the foreign aid program those people, those bureaus of Government 
who are operating that program use the foreign freight dollar, the 
dollar of freight charges from the United States port to the port of 
destination to further implement the foreign aid program. They give 
the shipping to the Government concerned whom they are trying to 
assist. It does not go to the American-flag line because with “the 
Government bureaus who are trying to assist the foreign-aid pro- 
grams the responsibility is not to support the American-flag line. 

That is my opinion why 50-50 is so vital for the liner services. 

Mr. Casey. Is it not a fact that in the sales or gifts of these com- 
modities that they provide in the agreements that the transaction will 
cover transfer of the title to the foreigners in the United States rather 
than overseas? In other words, I do not know the technical title of 
FAS or whatever it is, but they do that rather than providing that 
the sale will take place in the foreign country, so that the American- 
flag ships can carry it. Is that not correct ? 

Mr. Warp. Most of the bids which are put out require two bases of 
price: f. a.s., free alongside, which transfers title at port of origin, or 
(and F, cost and freight, which transfers title at destination. 

Once those bids are in, the party handling the bid can take his choice 
as to which bid he wants to accept. If he arbitrarily accepts an f. a. s. 
sale, then obviously the transfer of title is at point of origin, and it 
can then move by foreign flag. That is exactly what has happened 
in the past where we have not had a restriction similar to 50-50. 

Mr. Casry. Is that not the crux of the matter? 

Mr. Warp. That is correct. 
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It is a deliberate choice of the parties handling the sale. 

Mr. Casry. Thank you, sir. 

That is all. 

The Cuairman. Thank you very much, sir. We appreciate your 
taking your time to come before the committee and give us your valu- 
able experience. 

Mr. Warp. I appreciate the opportunity of being here. 

The Cuarrman. Our next witness is Mr. Humphrey, Mr. Don D. 
Itumphrey. 


STATEMENT OF DON D. HUMPHREY, PROFESSOR OF ECONOMICS, 
DUKE UNIVERSITY, DURHAM, N. C. 


The CuHarrMan. The committee in its study on this subject has tried 
to look around the fields of industry, commerce, labor, and so forth, 
to get views and ideas on the matter. It was called to the attention 
of the committee that Mr. Humphrey wrote a book, American Im- 
ports, and in his book he has a special chapter on shipping. So I 
wanted to have Mr. Humphrey here to find out and ascertain if he 
knew more about this subject than those who have testified, to what 
extent he has knowledge of the subject, and the source from which 
he derives his information. 

The book is sponsored by the 20th Century Fund. 

Mr. Humphrey, will you give your full name and your background, 
and tell us about the 20th Century Fund, what it is and what the rea- 
son was for writing the chapter in this book on this subject that we 
now have before us. 

Mr. Humenrey. My name is Don D. Humphrey. I am a professor 
of economics at Duke University. I was asked by the 20th Century 
Fund to make a study of American imports. 

The 20th Century Fund is the publisher of the study, and I would 
not call them the sponsor. They are not responsible for the views 
expressed in it. They did not influence me one iota, one way or the 
other, as to the views. I alone am responsible for the views expressed. 
They published the book. 

Mr. Casry. What is the 20th Century Fund ? 

Mr. Humpeurey. Well, to tell you the truth, I am not exceptionally 
well informed about it. 

It is a nonprofit organization that undertakes to encourage research, 
and publishes the results of this research work on important public 
issues, 

I believe, as a matter of fact, that the donors who endowed the fund 
specifically mentioned that they should not only not avoid but should 
attempt to deal with public policy issues in which there is argument 
and conflict. 

Mr. Casry. You say they should not deal with them ? 

Mr. Humepnrey. They should. 

They should not avoid them and should positively deal with them. 

Mr. Casry. Who are the donors? 

Mr. Humpenurey. I say I am not exceptionally well informed on this, 
but, as far as I know, the late Edward Filene established the fund. 

Mr. Casry. It is all his money? 

Mr. Humpeurey. That is the extent of my knowledge about it. But 
I have made no study of it. My relationship with the fund is solely 
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that of a research worker and student to a publisher. They served as 
my publisher. 

Mr. Casey. Did they pay you for the time you spent preparing this 
book ? 

Mr. Humpurey. Yes, sir. There are no royalties connected with it, 
but there was a salary, the same salary that I would get at other 
work during the period that I worked on the study. 

The Cuairman. Now, for the benefit of the committee, we are going 
to have the chapter of Mr. Humphrey’s book read by Mr. Warren. 

Mr. Humpnurey. Mr. Chairman, may I just add one comment for 
clarification ? 

I am sure what you call a chapter—per haps you are going to read 
the entire chapter, but, as I used the word “chapter”, this i is a minor 
part of a chapter on services. I think the book comprises some 550 
pages, and I believe the section de: aling with shipping is approximately 
5 pages. It is not an entire chapter. 

The Cuarrman. That part of the book then deals with the subject 
we have before us, Mr. Humphrey. 

Mr. Warren, will you proceed ‘ 

Mr. Byrne. Mr. Chairman, could I ask one question ¢ 

The CHarrMan. Yes. 

Mr. Byrne. Who was the late Mr. Filene? Who was he? What 
was he ? 

Mr. Humepnrey. As far as I know, he was the founder and operator 
of a very successful department store in Boston. This is not anything 
to which I have given any particular attention. It entered into in no 
way my relations with the Twentieth Century Fund. 

Mr. Casrty. Do you mean Filene? 

Mr. Humeurey. Yes. 

Mr. Byrne. What else does that fund do? 

Mr. Humpurey. I believe that is its sole activity, as far as I know. 

Mr. Dinceit. Mr. Chairman, it seems very strange to me that Pro- 
fessor Humphrey would associate himself with the fund and do work 
for them on a salary without knowing whom he was working for and 
what thei ‘ir object was. 

The CuarrMan. Well, it is a subject which we have before us and, 
when we get the chapter read, each member of the committee may ask 
such questions of Mr. Humphrey as he desires. 

Will you proceed, Mr. Warren. 

Mr. Warren. From American Imports, by Don D. Humphrey: 


SHIPPING 


The merchant marine of the United States emerged from World War II as the 
largest fleet in the world. Yet it costs about $200,000 more to operate a 7,500-ton 
freighter for 1 year under the American flag than under the British or Norwegian 
flags. An American fleet is considered essential for the national defense. The 
question arises then, as it has before, how much support the merchant fleet should 
be given by the Government. 

Economic considerations alone would dictate the use of foreign fleets for 
American commerce. Capital costs, wages, subsistence, and maintenance costs 
are higher for American than for foreign ships. If competition determined who 
got the business, foreign fleets would earn American dollars by carrying American 
goods. Yet the opposite has prevailed in postwar years despite the fact that the 
United States has been trying to sell the idea of free competition to the rest of 
the world. On balance, other nations have had to pay dollars for services ren- 
dered by the American merchant fleet because of direct and indirect subsidies 
to United States shippings. 
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Shipping represents a substantial item in the balance of payments and a 
significant part of America’s export surplus. In 1949 the United States sold 
foreign countries more than $1 billion of shipping services including port charges. 
On balance other countries paid United States ship operators about $500 million 
for shipping services in contrast to the prewar years, when they earned dollars 
from us. 

Shipping is a clear case where, on economic grounds alone, the United States 
would hire foreign services—a form of importing—that would enable the rest of 
the world to earn dollars and would be advantageous to American exporters and 
consumers because it would be cheaper than shipping under the American flag. 
The American merchant marine is essential, however, in the event of war and 
therefore we have been unwilling to permit competition to work. This is an 
admissible policy as long as the Nation subsidizes only as much shipping as is 
essential for strategic purposes. The criticism is that by indirect subsidy the 
United States has gone beyond this. As a result the other countries are denied 
the opportunity to earn dollars in the most important single industry where 
otherwise they would be able to do so. 

As the fleets of other nations have been rebuilt since 1946, the proportion of 
\merican foreign trade carried in American ships has declined, but is still 
far above prewar levels. In 1951 net foreign exchange payments to the United 
States for shipping still amounted to more than $500 million. This is due in 
large part to the discrimination enforced by law against hauling American goods 
in foreign ships. This is not a rational method of supporting a fleet for national 
deiense. The proportion of foreign trade carried by the American merchant 
flect will automatically decline as foreign aid is reduced and as our imports 
riSe. 


GOVERN MENTAL POLICY 


In 1789 the Congress passed an act limiting registration of ships under the 
American flag to those built in the United States and belonging to United States 
citizens. Moderately favorable rates of duty and discriminatory taxes were used 
to protect American ships. In 1817 the Congress passed another navigation act, 
the lasting provision of which was the reservation of coastal trade to American 
ships. Largely because of basic economic advantages, the Americin merchant 
marine flourished until the Civil War ard the era of steam. Then it entered a 
long decline. 

During the First World War a shipping board with wide authority engaged in 
a shipbuilding and ship-purchasing program. However, less than one-sixth of 
the tonnage built under its authority was delivered before the Armistice. 

The Merchant Marine Act of 1920 was an attempt to maintain a peacetime mer- 
chant marine which could be relied upon for national security in time of war. 
The purpose was to subsidize the American shipping industry in such a way as to 
offset its comparative disadvantage. A revolving construction fund of $12.5 
million was set up. But private firms were unwilling to construct merchant 
vessels in the United States because of the high costs. 

The Merchant Marine Act of 1928 doubled the revolving fund and also pro- 
vided direct subsidies to offset the higher operating costs of the American fleet. 
Mail contracts came into prominent use. Despite the further aid, American 
shipping stood at only 4.5 million gross tons in 1935. 

The Merchant Marine Act of 1936 was a much more aggressive measure than 
the earlier efforts to rehabilitate American shipping. It set up a United States 
Maritime Commission with responsibility for (1) increasing the commerce han- 
dled by United States ships and (2) providing additional vessels for use in the 
event of war. The purpose was to create a merchant marine capable of carry- 
ing all coastal waterborne cargo as well as a substantial portion of American 
foreign commerce. Subsidies and generous terms of payment were provided. 
Shipbuilding increased under this act, ard in 1939 2S ships were built in the 
United States. In addition to construction subsidies, the Maritime Commission 
Was permitted to aid private firms in covering operating expenses. 

During the Second World War an unprecedented level of shipbuilding was 
carried out under the direction of and for the Maritime Commission. 

The United States emerged from the war with a fleet of 61 million net regis- 
terel tons entered in foreign trade, as compared with the prewar total world 
fleet of 69 million tons. Because of war losses of the foreign merchant marine, 
the United States had about 65 percent of the total merchant tonnage of the 
world in 1945-46. With the rebuilding of foreign fleets, this had declined to 41 
percent in 1951, still far above the prewer figure of 26 percent. 
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Because of the cheaper cost of operation under foreign flags, as of January 
1950, 362 American-owned vessels were under foreign registry- about 100 more 
than before the war. 

The American fleet today is maintained both by subsidies on shipbuilding and 
by indirect subvention in the form of discrimination in favor of hauling Ameri- 
can cargo in American vessels. 


DISCRIMINATION AGAINSI FOREIGN SHIPPING 


In 1949-50, some 250 ships were directly subsidized to the extent of approxi- 
mately $60 million a year. It was assumed that about 100 additional ships 
would be able to operate without direct subsidy. The objective was that a sul- 
stantial proportion of American commerce on essential trade routes should be 
earried by American-flag ships. But instead of 100 additional ships, some 300 
vessels, practically all of which are privatel) owned, were able to operate with- 
out direct subsidies. Thus, it was not necessary to subsidize the entire Ameri- 
ean fleet directly. 

Apparently the main reason that shipping under the American flag can be 
profitable without subsidy, despite the fact that foreign vessels are much cheaper 
to operate, lies in the preferential treatment given American vessels in carry- 
ing Government-financed cargo. 

The combined result of discrimination and direct subsidy was to create an 
American fleet substantially larger than was necessary in peacetime to carry 
out the objective of hauling a substantial part of our commerce on its essential 
trade routes in American ships. 

Several laws provide cargo preference for the American fleet. At least 50 
percent of the shipments financed by the ECA and military-aid programs have 
had to be carried by American ships. The precedent goes back almost half 
a century when the Congress required the Army and Navy to move all their car- 
go in American vessels. Similar legislation Was enacted in the 1930’s covering 
cargoes financed by Government loans. 

This indirect aid to the shipping industry is more important than the direct 
subsidies. Indicative of the care which officials in the executve branch of the 
Government bestow on the shpping interests was the transport of cotton to oc- 
cupied areas as though a 100 percent preference for American vessels were re- 
quired, although Public Law SvO, SOth Coneress, carries no preferential re- 
quirement in shipments to occupied areas. In the same spirit, other cargoes 
for occupied areas were first considered as coming under the 100 percent prefer- 
ence rule: they were later placed under the 50 percent preference vule required by 
the act which established the ECA, governing shipments not to occupied areas 
but to Marshall plan countries. 

No matter what size fleet is regarded as necessary for security reasons, the 
device of cargo preference is an undesirable method of achieving it. A sound 
general rule is that subsidies should be open and direct, since concealed sub- 
s<idies are not subject to the same scrutiny. By indirect aid in the form of cargo 
preference the cost of the shipping subsidy has been shifted to the budgets of 
ECA, Mutual Security, and other Government agencies. The American mer- 
chant marine at times has been kept more than one-half larger than is called 
for by the recommendation of responsible authorities. The whole point about 
cargo preference is that it has been used indirectly to increase total aid to the 
\merican merchant marine. 

FUTURE POLICY 


The United States will doubtless wish to retain a merchant fleet under the 
American flag and to insure a nucleus shipbuilding industry capable of expan- 
sion. Some American shipping is essential for security. The question is how 
much. In making this decision the costs should be weighed. A large merchant 
fleet is a drain on American resources. Together with our allies, we can have 
more security for the same cost by producing planes, for example, in America 
and allowing our alles to produce and operate more of the shipping. To the 
extent that we decide to produce our own ships and operate our own fleet, it 
means that we must accept less of something else, because American shipping 
is wasteful of resources. 

The reason the United States is unable to compete in shipbuilding is because 
ships are substantially made to order. This process involves much labor relative 
to other costs and does not lend itself to the mass-production techniques in which 
the United States has an advantage. Other nations can operate ships more 
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cheaply because their labor costs, which amount to 20 percent or more of the 
cost of operation, are no more than one-half as great as American labor costs. 
The perquisites that must be maintained for the crew also cost other countries 
less than they cost the United States. By subsidies, by exclusion of foreign 
ships from coastal trade, and by discrimination in foreign commerce, United 
States citizens use their own resources uneconomically and deny their allies 
the opportunity to earn dollars. This loss of dollar receipts is especially 
serious today when other nations are trying to earn enough dollars to support 
themselves. 

When a ship is operated under the American flag, the United States is export- 
ing or selling services. European allies must pay the United States for shipping 
services instead of selling shipping services. The effect of discrimination on the 
dollar shortage of allies is thus twofold. By eliminating cargo preference, the 
United States would both reduce exports and increase imports of services. The 
effect on the balance of payments would, therefore, be twice as great as the charge 
that is involved. Consequently, the discriminatory treatment which supports 
one 7,500-ton vessel in the American fleet may increase the dollar shortage 
by about $1,500,00 annually. 

The elimination of cargo preference would produce savings to the United 
States in two ways. First, the real cost of shipping would be lower. Second, 
foreign aid could be reduced. The taxpayers’ bill for economic and military 
uid could be reduced by perhaps $150.million annually by elimination of the 
cargo-preference rule. Here is one way that the taxpayers’ burden can be 
reduced. 

In addition to the fleet of ships that are operating at a given time, the United 
States has also a large stock of ships in mothballs which can be drawn upon 
in times of emergency. Moreover, the American stockpile is not necessarily 
the only consideration. European allies in the North Atlantic Treaty Organiza- 
tion are the world’s principal maritime nations, with a distinct advantage both 
in shipbuilding and in shipping. The United Kingdom is currently building 40 
percent of the world’s new ships. In the event of war, their tonnage is available 
as allied tonnage. In addition, American-owned vessels now sailing under foreigu 
flags remain under American control in event of war. 

The Canadian Government, which faced the same problem with respect to 
shipping, has resolved the issue by reducing the size of its fleet. It has decided 
against maintaining a large merchant fleet because of the high cost of construc- 
tion and operation and the need to encourage imports of shipping services from 
the United Kingdom and other countries. 

Canada proposes to maintain a small merchant fleet of a few vessels and a 
modest building program in a few yards and to rely upon the cheaper shipping 
services of her partners in the North Atlantic community to supply the shipping 
she needs. The ships owned by the Canadian Government and by private indi 
viduals above the minimum required were transferred to the British flag iu 
order to take advantage of the lower cost of operations for ships registered in 
that country. 

SERVICES AND THE DOLLAR GAP 


Tourism is an important source of net dollar earnings to foreign countries 
and one that can be increased without precipitating the difficult problem of 
injury to American industry. The extent to which this could narrow the dollar 
gap is contingent on what happens to foreign travel in the United States and 
other expenditures for services, which are increasing. Many foreign governments 
control the dollar expenditures of their citizens for travel, especially travel for 
recreation. The balance earned by Europe on tourism would be reduced if con- 
trols on travel expenditures in the United States were eliminated, as is eventually 
desirable. It is not clear that payments by Americans for tourism and other 
private services will rise faster than receipts, except insofar as foreign govern 
ments restrict dollar expenditures of their citizens. 

The large balance paid the United States for shipping services can be reduced 
by eliminating the cargo preference which laws now impose in favor of hauling 
Government-financed goods in American ships. This balance will decline in any 
event as (1) foreign economic and military aid is curtailed, and (2) American 
imports rise. Jn fact, the increase of private trade whether of imports or exports 
will reduce the share of foreign trade that is carried by the American fleet. 

Some indication of the magnitude of shipping receipts to the United States on 


account of Government-financed cargo in 1951, is provided by the following 
figures: 
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(1) Net receipts on ocean transportation of this cargo in 1951 totaled 
$577 million. 

(2) Net “cash” payments for ocean transportation by foreign govern- 
ments were $390 million. 

(3) The difference of $187 million represents United States Govern- 
ment payments under various foreign-aid programs to the American fleet for 
shipping services. : 

As a result of America’s expanded role in world affairs, the expenditures by 
State Department and other Government employees will remain far above prewar 
levels. But the world’s total dollar earning from services will suffer a large 
decline if United States military establishments overseas are reduced or with- 
drawn. 

The magnitude of such a decline could greatly exceed the potential increase 
in dollar earnings from the growth of tourism, for example. 

On the other side of the balance of payments, the receipts from sale of Amer- 
ican services (other than tourists or shipping) to foreign countries are increas- 
ing. In addition to travel expenditures, foreign countries purchased roughly 
$700 million of “other services” from the United States. These include film 
rentals estimated at $129 million in 1951, private sale of service to foreign goy- 
ernments and international organizations of $114 million, and management fees 
and contractors’ receipts of $190 million. The net receipts to the United States 
for “other private services” purchased by foreign countries was about $450 mil- 
lion in 1951. 

The Cratrman. Now, Mr. Humphrey, you understand the subject 
that is pending before the committee, the 50-50 provision / 

Mr. Humpnurey. Yes, sir: I do. 

The CHarrmMan. Do you have a statement that you wanted to read? 

Mr. Humeurey. I have a very brief statement, Mr. Chairman. 

The CHatRMAN. Yes, sir. 

Mr. Humpnrey. I am here at the chairman’s request. I speak for 
myself and not for Duke University or the Twentieth Century Fund 
which published my book called American Imports. 

I favor a nucleus American shipbuilding industry and American 
merchant fleet for purposes of national security. Since these require 
subsidy by the Government, determination of the size of our merchant 
fleet is an extremely complex and difficult matter, partly because ship- 
ping is only one of many security requirements. While I am confident 
that we can afford adequate national defense, this does not mean that 
each branch of the Armed Forces or each branch of essential industry 
should be expanded without regard to the others or without regard to 
the effect on the economic strength of our allies. 

It seems to me that the best way to resolve the many conflicting 
demands that arise in connection with national security is through the 
ordinary process of the President’s budget and appropriations by the 
Congress to meet these requirements. Like every other part of our 
security program, the size of the American merchant fleet should meet 
the test of the willingness of Congress to appropriate funds directly) 
for that purpose. 

The objection to cargo preference is that moneys appropriated, 
ostensibly, for other purposes are used to support American shipping, 
with the result that our fleet may be either larger or smaller than the 
Congress would have sanctioned by direct appropriations, in view of 
all the other security claims that must be considered. Thus, under the 
rule of cargo preference, foreign aid and disposal of agricultural sur- 
pluses substantially influence the size of our merchant fleet, although 
these programs may not correlate closely with the size of fleet that the 
Congress would be willing to support by direct subsidy. 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 439 


Furthermore, although cargo preference has a long history, it is con- 
trary to the principles of trade that we have been trying to establish 
during the last 20 years. Despite a measure of success in reciprocal 
reduction of trade barriers, many nations still discriminate against 
the purchase of American goods, mainly because they are unable to 
earn enough dollars to pay for as many American goods as they would, 
otherwise, buy. Although discrimination has been reduced in many 
fields, so far as I know, it seems to have become worse rather than 
better in shipping. In imitation or retaliation, other nations have 
enacted cargo-preference legislation of their own. If this process 
continues, it will eventually encourage an excess capacity of world 
shipping. 

Turning now to the immediate question of agriculture, the require- 
ment that 50 percent of our surpluses be hauled by American ships 
increases that cost of disposing of our farm surpluses, just as it 
increases the cost of foreign aid under other programs. More impor- 
tant, other countries will buy more American goods and services, 
including agricultural products, and they will buy them with dollars, 
if we permit the maritime nations to earn more dollars by hauling 
American goods with their own merchant fleets. 

The important thing is that American export industries, including 
the export branches of agriculture, are injured by loss of potential 
foreign markets so long as we subsidize our merchant fleet either 
directly or indirectly, by the rule of cargo preference. For this 
reason, I am opposed to cargo preference. But I support the principle 
of direct subsidy to maintain American shipping even though it does 
restrict our export markets in other fields. 

That is all of my prepared statement, Mr. Chairman. I would just 
add one thing. The essence of anything I can say that would be 
helpful to this committee is in the last sentence of the next to the 
last paragraph and the first sentence of the last paragraph. 

May I just repeat those: 

More important, other countries will buy more American goods and services, 
including agricultural products, and they will buy them with dollars, if we 
permit the maritime nations to earn more dollars by hauling American goods 
with their own merchant fleets. 

The important thing is that American export industries, including the export 
branches of agriculture, are injured by loss of potential foreign markets so long 
as we subsidize our merchant fleet either directly or indirectly, by the rule of 
cargo preference. 

Nonetheless, I favor direct subsidy sufficient for security 
requirements. 

The Cuamman. Mr. Humphrey, the emphasis in the foreword of 
the publication is that you are a professor of economics at Duke 
University. Ordinarily if you had written this book, it would not 
have impressed the chairman of this committee. It would not have 
heen taken into great consideration by the committee. 

But, coming from the professor of economics at a great university 
of America, naturally the committee had to pay some attention to it. 
Therefore, although you have said that these are your own views, the 
emphasis of the book would be used not as your word but as the word 
of the professor of economics at Duke University. Consequently, 
we wanted to clear up this situation. 

Mr. Robeson. 
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Mr. Roreson. Would you mind telling me how long you were pre- 
paring the book? 

be Humeurey. A great deal longer than I thought I would be, 

‘ perhaps I should have been. I started in the spring of 1950 and 
T concluded the writing of it, I guess, 18 months before it actually 
vot published last year. Of course, I was teaching and carrying on 
other work at the same time. 

Mr. Rosrson. Did you write it somewhat in the order in which it 
appears in the book. 

Mr. Humpurey. No, sir. The organization was greatly changed, 
and we hope improved during the course of writing and during the 
course of printing. 

Mr. Rorrson. That made you have to make a lot of revisions, did 
it not ? 

Mr. Humpnrey. A very great many, sir. 

Mr. Roneson. I am interested in this chapter. 1 am not familiar 
with the book but I was interested in what was read. 

Just to have some basis for an approach to the problem, outside of 
being a professor of economics, what has been your professional 
career and experience ¢ 

Mr. Humrurey. I grew up on a farm. I worked on a farm a fair 
smount during my life, both before I went to school and since. | 
taught economics at the University of Arizona. 

Mr. Roprson. Where did you grow up? 

Mr. Humpnrey. Morgan County, Ohio. That is the lilly part of 
southeastern Ohio. 

Mr. Ronrson. Where did you go to school ? 

Mr. Humrurey. I went to school as an undergraduate at Ohio 
State University, and did graduate work at the University of Cal- 
ifornia at Berkeley where I got a doctor’s degree in May 1932. 

Mr. Roseson. Since then you have been teac ‘hing ? 

Mr. Humeurey. No. Then I went to the University of Arizona. 
That was the year of depression and it was very hard to get a job 
of any sort. Thad just a 1-year appointment there because someone 
was sick or on leave. Then I went to Williams College, and then 
I came to Washington in the Department of Agriculture for a few 
years, 

Mr. Rorrson. What years were those ? 

Mr. Humpurey. 1934 to, I would believe, 1946 or 1947, to the best 
of my memory. 

Mr. Roseson. It is interesting to me to know about your wide 
experience. 

Mr. Humenrey. Then I was in the Department of Commerce in 
1939-40, I believe; in the Office of Price Administration in the early 
part of the war; and I was a technician attached to the Air Force 
near the end of the war in Europe. From the end of the war to Sep 
tember 1948—to the best of my memory, that would be the date—! 
was Deputy Director of the Economic Division of Military Govern 
ment. I was stationed at Berlin and my particular responsibilities 
had to do with Germany’s foreign relations. I was, of course, directly 
under General Clay. Then I went to Duke University as a professor. 

Mr. Rozeson. When was that ? 
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Mr. Humeurey. In the fall term of 1948. I should say that I had 
contracted years before that to go to Duke when the war was over, 
but I was held up in Berlin through 1948. 

Mr. Ropeson. And you have been teac thing economics down there / 

Mr. Humeneey. That is correct. 

Mr. Ropeson. And you are a professor of economics / 

Mr. Humpurey. That is correct. 

Mr. Roseson. Have you written any other books ¢ 

Mr. Humeurey. Yes; I wrote a technical book on American family 
unemployment. I have published—I don’t know—20 or 25 or 30 
articles in the learned journals. 

Mr. Rogsrson. On general subjects / 

Mr. Humrurey. No, all of them on speciaiized subjects, but on many 
different subjects. I have written on unemployment. 

Mr. Roseson. I just wondered about the fields. 

Mr. Humpnrey. Foreign trade. 

Mr. Ropeson. I will tell you why I asked you this. It seemed to 
me just from the casual, onetime reading of this, that you had quite 
positive conclusions. Frankly, to me, some of them seemed to be 
started as conclusions and then research substantiated them. 

Mr. Humpurey. May I comment on that? 

Mr. Roprson. Yes. 

Mr. Humrurey. I would be very sorry if I created that impression. 
The study represents a great deal of work and the accumulation of 
vast files, and interviews with many people. Of course, you under- 
stand—— 

Mr. Ropeson. I am interested. 

Mr. Humpurey. I would like to make one point. Of course, you 
understand that in lifting five pages out of a book of five hundred 
twenty-some pages, you may get a different impression from consid- 
ering the book as a whole. But, in any event, I would regret creating 
that impression because I assure you I do not feel a great expert on 
shipping. 

Mr. Ropeson. I just had that kind of impression and I was frank 
to say So. 

Mr. Humpurey. I appreciate it. 

Mr. Ropeson. It confused me. 

Mr. Humpnrey. I will take it into account if I ever write another. 

Mr. Rogeson. I am not prosecuting a defendant here, but we want 
information and it is necessary to know how to evaluate the informa- 
tion, and what experience you ‘have had. There are no other chapters 
in the book on this particular subject, that would invelve this 50-50, 
are there? 

Mr. Humrurey. No, sir. 

Mr. Rosreson. That was what we are here for. 

You say you talked to a lot of people in connection with research 
on this particular book ? 

Mr. Humpnrey. Yes, sir. I interviewed people. 

Mr. Roseson. Did you talk to many on this particular part of the 
law, as to the effect of the 50-50 provisions of the law about which 
we are talking? 

Mr. Humpnurey. No, I didn’t conduct extensive interviews on the 
effect of the 50-50 legislation. 
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Mr. Rozeson. The reason I asked you that is because we have had 
people here before the committee and we have very divergent views 
on the same matter. 

Mr. Humpnrey. Yes, of course. 

I read, I think, all of the hearings that had been held up to that 
date, and I was aware of the divergent views. That was the reason 
that I did not feel it necessary to conduct interviews on that part of it. 

Mr. Rosrson. That is all I have, Mr. Chairman. 

The Cuatrman. Mr. Van Pelt. 

Mr. Van Peur. Mr. Humphrey, on page 4 of the copy of this 
chapter 

Mr. Humenrey. Is this of my book? 

Mr. Van Petr. Yes. 

Mr. Humpnrey. Page 4. 

Mr. Van Pevr. Page 4 of this mimeographed sheet. 

Mr. Humpurey. Yes, sir. 

Mr. Van Pevr. At the bottom of the third paragraph, it is stated: 





The American merchant marine at times has been kept more than one-half 
larger than is called for by the recommendation of responsible authorities. 

During my membership on this committee we have heard some pretty 

responsible authorities and, to the best of my recollection, I have never 
heard anything like that. I wonder if you would elaborate on that. 

Mr. Humpnery. Yes, sir. This was my calculation. In fact, I 
made many calculations that the shipping as of the time I wrote, which 
is now several years ago, you see, amounted to a half larger. 

Mr. Van Petr. Pardon me for interrupting. 

Mr. Humenrey. Certainly. 

Mr. Van Pevr. Are you taking into consideration the number of 
ships in our mothball fleets ? 

Mr. Humpurey. No; I mean the number in active use was larger 
than was recommended. Iam not sure whether that language exactly 
conveys all I meant to say. I think I expressed, perhaps more ade- 
quately, what I meant to say there in my statement this morning when I 
said “larger than had been anticipated by responsible authorities,” and 
that they were willing to recommend this number of ships as meeting 
the requirements of the legislation then existing. 

Mr. Van Petr. You say “larger than anticipated.” It is pretty 
hard for me to rationalize that with this statement here. I am refer- 
ring particularly to a statement which was made by General Franklin 
here last year or the year before with reference to World War IT, and 
that, because of our lack of shipping, there was loss of lives, and nearly 
the loss of a war because we did not have shipping available and 
consequently the war was extended unnecessarily. 

Mr. Casey. Might I ask, Mr. Van Pelt, if he has any figures on this 
particular sentence to which you directed his attention ? 

Mr. Humenrey. That grew out of particular figures, but I had such 

vast files when I finished this study that the floor of my office and study 
were both covered, so that I could hardly walk through it. When the 
book finally got out I destroyed some of them. I don’t know whether 
I still have those worksheets or not. 

Mr. Casey. Do you refer back to 1946, for example, when we had all 
the ships? 

Mr. Humpnrey. Oh no; some of the data are later than that. 
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Mr. Casry. Then you must be able to tell us what times you are 
talking about. 

Mr. Humpurey. The earliest period I would be referring to here 
would be 1949-50, and some of the data I had go along down to—well, 
in some parts of the book on services it goes as far as 1953. 1 think in 
this chapter it only goes to 1951 which means that this chapter was 
written very early. 

Mr. Casey. In other words, is it fair to say that the purport of this 
statement is that at times between 1949 and 1953 we had 50 percent 
more ships in the American merchant marine than were recommended 
by the responsible defense officials? 

‘Mr. Humpnrey. No; I didn’t say defense officials. 

Mr. Casey. What recommendations are you talking about then when 
you say “responsible authorities”? 

Mr. Humpnurey. Well, that has been so long since I have gone over 
that. I am not positive. 

Mr. Casey. Do you not think that this is a very crucial part of your 
statement? You are stating here that by reason of our subsidy and 
cargo preference laws, we have been supporting a merchant marine 
that is half again as large as we need, and you say that is from respon- 
sible authorities. I just naturally assumed that that was the defense 
officials. 

Mr. Tuomrson. To which particular paragraph do you refer? 

Mr. Casey. On this mimeographed sheet, page 4. 

Mr. Van Petr. The lower sentence of paragraph 3. 

Mr. Humpurey. It may be defense officials. I just don’t remember 
at this point. It was whoever was responsible for this. 

Mr. Casey. Who do you think should be the one to recommend how 
big our merchant marine should be ? 

Mr. Humpnurry. I think certainly defense officials should make rec- 
ommendations, but that these recommendations, like those of the gen- 
erals for our number of air wings and the admirals for the number 
of our fighting ships, should go through this test of the willingness of 
the Congress to appropriate money for that purpose, because each of 
these branches of defense and essential industry are naturally inter- 
ested in being sure that they have enough, and these conflicting de- 
mands can best be reconciled by the normal process of budget and 
eventually by the test of the willingness of the Congress to appropriate 
moneys for them. 

Mr. Casey. Are you familiar with the fact that the defense officials 
recommend that we have a minimum of 1,700 ships in our active 
merchant marine, and that at the present time we have only 1,000? 

_Mr. Humpnrey. I am aware that there have been substantial changes 
since I wrote this chapter. I did not know the specific numbers. The 
last figure I saw, I didn’t remember it being as high as you state, but 
I know it was higher than when I wrote it. 

Mr. Casry. Would the present situation change your opinion any? 

Mr. Humpnrey. Well, it wouldn’t change my opinion in this sense: 
my opinion has always been that we ought to have a merchant marine 
of the size that our most competent officials recommend and that the 
Congress is willing, in the light of other security responsibilities, to 
support by appropriations. That part of my opinion has not changed. 

Naturally—and I say so in the chapter—the volume of shipping that 
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will be supported by cargo preference will change with Government 
appropriations for Government-financed cargoes. 

I say that a number of times here. 

Mr. Tuomrson. Mr. Van Pelt, will you yield briefly ? 

Mr. Van Petr. Surely. 

Mr. Tuompson. I would like to refer back to page 3 of the mimeo- 
graphed copy of your chapter. You have a footnote there numbered 
10, referring to a paragraph which reads: 

The combined result of discrimination—I do not agree with that—and direct 
subsidy was to create an American fleet substantially larger than was necessary 
in peacetime to carry out the objective of hauling a substantial part of our 
commerce On its essential trade routes in American ships. 

Do you not believe, Doctor, that you have a responsibility to your 

eaders to either quote the competent authority or cite that authority 
tran which you drew this conclusion, or to state reasons ? 

Mr. Humpurey. Excuse me. I just did not hear that word. Or to 
cite what ? 

Mr. Tuompson. Do you not think that you should cite the competent 
authority from whom you drew these conclusions in order that this 
committee or y our readers might see whether they are valid or invalid 
in our opinion? Could you ‘cite that competent authority that you 
mentioned in the footnote ? 

Mr. Humpnrery. In this case not. I conducted a good many inter- 
views and in each case always noted the man and, as a courtesy to him, 
whether he wanted to be quoted or didn’t care or didn’t want to be 
quoted. 

Mr. Tuompson. What reasons would competent authority have for 
not wanting to be quoted on facts that they assume to be facts? 

Mr. Humpnrey. I can only conjecture on that, sir. It might be 
that he anticipated having a job in the Shipping Administration and 
thought this would damage him. That is conjecture on my part. I 
didn’t ask him. 

Mr. TuHomrson. In fairness to your readers then, if not to this com- 
mittee, would you believe that the statement you made right above 
this footnote number then is a valid statement ? 

Mr. Humrurey. It was my judgment that it was; yes, sir. 

Mr. THompson. Have you changed your opinions since that? 

Mr. Humenrey. Well, it is the s same answer that I gave to Mr. 
Casey. I haven’t changed my opinion about the principle. The facts 
have changed, as I stated in the chapter they would change. 

Mr. THompson. You mentioned this discrimination. ‘Actually, I 
do not believe that that term is a valid one in connection with 50-50. 
Do you believe in discrimination for any flagships for any country? 

Do you believe that discrimination should be done away with, or do 
you believe that there is some valid discrimination ? 

Mr. Humpuerey. I believe in principle it is undesirable. Whether 
there are any conceivable conditions under which exceptions could be 
made, I would have to consider. Iam not prepared to answer that at 
this moment. 

Mr. THompson. Do you have any opinion as to whether rebates 
should be made or not by any flag vessel of any nation? 

Mr. Humpurey. Mr. Thompson is it? 

Mr. Tuompson. Yes. 
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Mr. Humeurey. Mr. Thompson, that would depend on how the 
rates were fixed. If the rates were monopolistic prices, I can easily 
understand rebating and would see nothing wrong with it. 

Mr. THompson. You would see nothing wrong with it t 

Mr. Humpnurery. If the prices fixed were monopolistic prices. 

Mr. THompson. What would you class as a monopolistic price ¢ 

Mr. Humenrey. A price that is above the competitive market, and 
a competitive price that is high enough to produce the essential services 
over the long run. 

Mr. THompson. You realize that rebating is precluded under our 
laws of the United States, do you not ? 

Mr. Humpurey. Yes, sir, I do, and so is the price fixing of sellers. 

Mr. Tuomrson. What would be the reason for such a law if other 
competent experts believe as you do? 

Mr. Humpnurey. We have many laws on which experts disagree. 
This is one of them. 

Mr. Tuompson. And you disagree that rebating ‘s a bad principle. 

Mr. Humpurey. I haven’t reviewed the conference method of ship- 
ping rates recently. I don’t know what I think about the way it has 
worked in operation. I have gone over it, but that is too far past. 

Mr. THomrson. How can you state that in the case of other countries 
rebating is a fair thing if you do not know why rebating is not legal 
here ? 

Mr. Humenrey. I did not realize that I had stated, sir, that re- 
bating was a fair thing under all circumstances. I said as a general 
rule, if it was a rebate from a monopoly-fixed price, I would not 
oppose it. 

Mr. Tuompson. What do you think of conference rates? 

Mr. Humrnrey. It depends on how they actually work and whether 
or not they are higher than is needed to produce an adequate supply 
of world shipping over the long run. 

Mr. THompson. What is your opinion of the existing rates under 
the conferences we have now ? 

Mr. Humpurey. I say I haven’t reviewed that experience in recent 
years. 

Mr. THompson. What did you think of them at the time you wrote 
the paper ? 

Mr. Humpurey. I didn’t think they were too good or too bad. 

Mr. Tuoompson. Just sort of middle of the road ? 

Mr. Humpnurey. That is right. I wouldn’t want to step out and 
give them a strong endorsement. Neither would I want to condemn 
them severely. That was my opinion at the time I wrote this chapter. 
_Mr. Toompson. That is all Ihave. I did not mean to take up your 
time, Mr. Van Pelt. That was interesting to me. 


Mr. Van Pevtr. Mr. Humphrey, you have heard the statement of 
Mr. Ward here this morning ? 


Mr. Humpurey. Yes, sir. 

Mr. Van Per. And the incident of 3 years ago with American 
cargoes on our wharves and no ships to move them? He followed 
that through with what could well happen if our tramp fleet was 


— off the high seas now. We would be dependent upon foreign 
5 Ips. 


Mr. Humpnurey Yes, sir. 
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Mr. Van Per. Do you think that was a fair and reasonable state- 
ment ¢ 

Mr. Humpurey. Mr. Chairman, to comment on someone else’s 
statement is a little difficult and treacherous. Perhaps you will allow 
me to say this: I thought that Mr. Ward’s statement was a remark- 
ably able statement of his point of view. It was a partial statement. 
It was incomplete. 

Rather than take up his company, which I am very reluctant to do, 
I would appreciate it, if you would be kind enough, to address the 
point that he addressed in more impersonal terms. Let us suppose 
we have an American industry, the chemical industry, that is losing 
sales compared with the sales that it had right after the end of the 
war in the Philippines. It is losing the sales to competition from 
the Japanese and the Germans and these goods are being hauled in 
British ships. 

Now what is the consequence of this? The consequence is that 
the Japanese and the Germans and the British have more dollars to 
buy American exports of other parts of the chemical industry and 
in other industries, including agriculture, including tobacco and in- 
cluding cotton. It is that phase of it, the crucial phase of it, that 
Mr. Ward did not include in his treatment. 

I can easily understand why he didn’t, but that is the part of it 
that I am interested in. 

It is just the matter of arithmetic, that if any country buys more 
fertilizer, this does not change their dollar earnings. They have fewer 
dollars left to buy tobacco. 

Mr. Van Pevr. Mr. Humphrey, if you will permit me to interrupt, 
my question was not directed to that point. 

Mr. Humenrey. That was the point of Mr. Ward’s testimony. 

Mr. Van Pevr. I appreciate that we have to be salesmen irrespective 
of what our product is, if we are going to sell it. His point was that 
the American producers, whether in fertilizer or some other field, 
would be handicapped in moving it if we were dependent upon foreign 
bottoms entirely. 

Mr. Humpurey. I see. I am very sorry. That is something that | 
just don’t feel convinced of, but I would certainly take serious acc ne 
of the testimony of experts in this particular field, like Mr. Ward, and 
my recommendation on that is that if there is sufficient testimony on 
this point that it really is a danger, then I haven’t any doubt but 
what we could contract on a general contract with foreign nations 
not to remove their vessels from American shipping in emergency. 
I am confident that they would be willing to build vessels and | agree 
to keep enough available here to handle our shipping if we would 
agree not to discriminate against them. 

That would be my recommendation to take care of his observation 
on that point, if other people support that observation, and they may 
very well. I just haven’t intimate knowledge. 

Mr. Van Pexr. Historically that has not been the case, has it / 

Mr. Humpenrey. In the interpretation of history, different people 
interpret it differently, sir. 

Mr. Van Petr. Then on the top of page 5, in the last line of that 
sentence, you state, “because American shipping is wasteful of re- 
sources.” 
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Mr. Humeurey. Yes, sir. That means that we could obtain the 
same shipping services with less capital and less labor by hiring 
foreign ships and paying for them with our exports like cotton, to- 
bacco, and machinery. ‘That is the most elementary fact of foreign 
trade, and the fundament: il basis of my opposition to cargo prefer- 
ence legislation. That is what that word “wasteful” means. 

Mr. Van Petr. Could that not well follow through with subsidies? 

Mr. Humrnurery. Certainly, it requires subsidies if we are to main- 
tain industries in which we cannot compete with other nations. 

Mr. Van Perr. That is all, Mr. Chairman. 

Mr. Roseson (presiding). Do you have questions, Mr. Thompson / 

Mr. THompson. Yes. 

I notice that in one part of this chapter you have stated that “In 
the event of war, their tonnage is available as allied tonnage.” You 
are referring to the ships of the United Kingdom. 

Doctor, that, of course, is something that we hope will be true for 
all time, but is it not a fact that the same statement could have been 
made at one time about Russia? Could we not make that statement 
now about Japan or Italy or any other country where perhaps in 6 
ionths the same statement would not be true / 

Mr. Humpnrey. No, sir. Taking these specific nations you have 
named, I couldn't agree with you, sir, with all due respect. It seems 
to me that the history of our alliance with Britain and with their 
dependability is not really to be compared with our prewar relations 
with Russia, or with the dependability of the French or Japanese or 
Germans or somebody else. 

Mr. THompson. Nevertheless, some of those things were believed to 
our own detriment in some cases / 

Mr. Humrnrey. Not by me. 

Mr. THomrson. You know that this country could easily be lulled 
into a sense of false security by people who do not want to be realists / 

Mr. Humpnurey. Yes. I have been acutely apprehensive of that 
from time to time. 

Mr. Tuomrson. I think that you should agree that we have to be 
realists and try to protect our freedom if not our commerce and our 
own economic system ¢ 

Mr. Humpnrey. I not only agree. I insist, sir. 

Mr. THompson. I think that any statement that is made as of a 
certain date, and where you attempt to impart the feeling that it should 
be acceptable for all times, would be misleading, when you are trying 
to keep abreast of the times in this cl hanging world. 

Mr. Humenrey. If I created that impression, it was a mistake. ] 
bitterly regret it. Idid my best. If I ever had an opportunity again, 
I would be very careful. I think the issue is that trade is a two-way 
street and, if we insist on hauling goods in our ships, we are restrict 
ing our markets for other industries that are more efficient and we are 
hurting ourselves. I am willing to undertake that to the extent that 
the Congress, after considering all the recommendations, appropri- 
ates moneys for this purpose; but, where it does not and is not willing 
to, it is not to the best interests of America in my judgment to get 
around the ae of Congress to appropriate money—I will 
strike that. I do not wish to use that language—to use cargo prefer- 
ence to try to accomplish the same end. 
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Mr. THomrson. Doctor, would you call a system of rebating dis- 
criminatory whether it would be legal or illegal ? 

Mr. Humpnrey. I don’t think I can add to what I already said on 
that. 

Mr. THomrson. I want it for the record at this point. 

Mr. Humpnrey. If I had the slightest idea I would be questioned, 
[ would have been willing to study this. 

Mr. Tuompson. Do you know the percentage of the total exports 
and imports of the United Kingdom which are handled on United 
Kingdom ships ? 

Mr. Humrurey. Without looking it up, I would expect it to be 
high because United Kingdom shipping is a very efficient industry. 

Mr. Tuompson. Would you say that this industry under the Ameri- 
can flag is not an efficient industry ? 

Mr. Humpnrey. Not compared with the British, and by that I 
simply mean that it costs more. 

Mr. THompson. Of course, that is only part of the efficiency. 

Mr. Humrurey. As we use language in international trade, when it 
costs more we say it is inefficient, it is high cost. 

Mr. Trrompson. Are there other countries of the world who can 
operate more cheaply than the ships of the United Kingdom can 
operate / 

Mr. Humrnrey. There are others that can compete. 

Mr. THomrson. That can compete ? 

Mr. Humpurey. Yes: Norway. 

Mr. Tuomrson. To your knowledge, are there not other countries 
whose ships operate at a cheaper cost than do those of the United 
Kingdom ? 

Mr. Humrnurey. Over the long run, I wouldn’t be sure of that. 
You may well be right, and I would accept your view on that. 

Mr. Trompson. I think I am correct, and, if that is true, then how 
is it that the United Kingdom can still maintain this very high per- 
centage of her own cargoes if you think that they are operating prop- 
erly and not discrimins iting to some extent in favor of their own 
merchant marine? 

Mr. Humrurey. I would like to say that if the British, over the 
long run, insist upon maintaining a British merchant fleet by subsidy 
or subvention of any sort they are condemning themselves to a lower 
standard of living than they need to have, except as they maintain this 
fleet for security purposes. 

Mr. Tromrson. Then do you think that Britain could increase their 
trade if they were to allow the flow of commerce to go on foreign 
bottoms at a cheaper price ? 

Mr. Humenrey. If the evidence you give is correct, and if you allow 

sritain time enough to make the readjustment in her industries, the 
answer is “Yes.” 

Mr. Tompson. Then why would it not be, under your theory, that 
all nations would just disband everything except a nucleus of a fleet 
and allow all commerce to go to the most cheaply operated flag? 

Mr. Humpurey. I thank you, sir, for the compliment that this is 
my theory. I wish I had been brilliant enough to discover it. 

‘Mr. Tuomrson. That is the impression you have been giving to me. 
Perhaps you are way ahead of me. 
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Mr. Humenrey. This theory was developed 150 years before me, 
and so far as I know, it is supported by all economists worthy of 
their salt. So there is nothing new in the way of theory of foreign 
trade to which I made any contribution here, to my great regret. 

Mr. Tuomrson. That is quite a statement, Doctor. It does not 
square with the facts, I think. 

‘T have no further questions, Mr. Chairman. I think that the witness 
has given me the answer I wanted. 

The Cuatrrman. Mr. Pelly. 

Mr. Petry. Doctor, does the record show when you wrote the par- 
ticular chapter that was read by counsel? Was that 1! yet ? 

Mr. Humrurey. I don’t believe the record would show, because 
I am not sure that I could place it without a little reflection. I do 
know that I wrote it earlier in the study, and there were 25 chapters, 
and it took a long time to prepare. 

Mr. Petiy. When was the book actually published ? 

Mr. Humenrey. I think it finally got out on the bookshops last fall, 
but my preparation of it was completed, except for editing details, 18 
months, or maybe even 2 years, before then. It takes a long time to 
get a book published, unfortunately. 

Mr. Petr. Then it theoretically might be said that in the latter 
part of 1953 you were finished with the book ? 

Mr. Humpnurey. Virtually, except for editing and checking foot- 
notes and that kind of thing. And it is not the shipping chapter here, 
I remind you. It is 5 pages out of a book of almost 550 pages. 

Mr. Petry. Is there a great deal more material in the book on 
shipping ? 

Mr. Humpnurry. No; this is all that there is on shipping. I should 

say that I regard the subject of shipping as far more important than 
the space I gave it. I gave it the small amount of space because 
I thought the subject was covered adequately by others, and that I 
could make a better contribution on other phases of the subject of 
American imports. 

Mr. Peiry. In the approximate year of 1951 when you wrote this 
particular chapter, what hearings did you have available on the sub- 
ject of preferences? Were there quite a number of printed Govern- 
ment publications available to you from which to make certain very 
flat statements, I think, as to discrimination and direct subsidies hay- 
ing created a substantially larger merchant marine than necessary 
for nemcabiesat 

Mr. Humpnrey. No, sir. There certainly were not a lot of Govern- 
ment publication available in making that statement. That statement 
was my conclusion as the result of a great deal of very intensive 
digging. 

Mr. Petry. I think I probably made that statement because I 
thought I understood you to have said that you had read the hearings 
on the 50-50 C argo Preference Act and you used that as a basis of 
writing the chapter, - the 5 pages on shipping. 

Mr. Humpnrey. I don’t think that is what I said and certainly I 
want to correct it if it is. I did not mean to say that. I said I had 
read all of the hearings. 

Mr. Petry. Basic ally, I take it that your philosophy is that the 


cheaper the transportation the better it is for the greatest number of 
people? 
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Mr. Humpnrey. And, more specifically, that except for the national- 
defense requirements, when we go to more expensive transportation, 
we are injuring other American export industries, including farmers 
and tobacco growers and cotton growers and, while I have great sym- 
pathy for the people in the shipping interests, I have an equal sym- 
pathy for tobacco growers. 

Mr. Petty. You should have in Duke University, I would think. 

Mr. Humpurey. I had understood that the chairman of the com- 
mittee also had some interest in that. That was the reason I used 
that tobacco. 

Mr. Roprson. The present chairman is a little interested in ship- 
ping. There is no tobacco in my district. 

Mr. Petiy. You do finally emphasize, by repeating twice, the last 
sentence in your written prepared statements that you support the 
principle of direct subsidy to maintain American shipping. 

Mr. Humeurey. Yes, sir. 

Mr. Petiy. And, I take it, that is as against the cargo-preference 
type of support / 

Mr. Humenrey. Correct; and as against using the cheapest type 
of transportation. 

Mr. Petry. Now, if it were developed that actually the cargo-pref- 
erence type were cheaper than the subsidy type of support ‘for our 
ships, would you review your position in the matter / 

Mr. Humpurey. I would review that development, sir, with all due 
respect. 

Mr. Petry. I hope that you read these current hearings and some 
of the testimony that has been given us because I think you will 
probably write your next artic le or book on shipping with a little 
different viewpoint on that because I think it has been clearly brought 
out so far by competent witnesses that this Cargo Preference Act has 
actually resulted in greater benefits to our merchant marine at less 
cost. The only question has been as to whether it is a good book- 
keeping method or not. 

Mr. Humpnrey. Sir, if the cargo preference doesn’t confer benefit 
on the American merchant marine, if it does not confer benefits, then 
there is no reason for it and I would be against it because it just irri- 
tates other people. If it does confer benefits, and I believe it does 
confer substantial benefits, then it has to be at the expense of some- 
thing else. 

Mr. Petry. Iam sure that to take out of context 5 pages is not fair 
to you as an economist but I think that, as I gather from what I have 
heard, you have the basic concept of economy that the cheaper it is 
the better it is. 

Yet on the other hand we have a new principle, I think, in economy 
in the country that you have to put a floor under these things in order 
that the British, for example, do not use practically slave labor the 
way they did at one time on their ships in order to capture the trade 
of the world. We have a basic floor under ours, and I wondered 
whether possibly it would not be worthwhile to just restrict our car- 
goes to ships that maintain decent American standards, and not dis- 
criminate on the basis of nationality ? 

Mr. Humpnrey. I am in favor of maintaining decent standards, 
but that does not contravene my conviction that we are injuring some 
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other industry at the expense of lowering the total real income of the 
Nation when we use high-cost shipping. 

Mr. Preixy. I think that, as I recall, it has been shown that title I 
of Public Law 480 does not produce dollars for other countries for 
our agricultural products. 

Mr. Humrurey. But if we hired their ships, they would earn 
dollars and they would spend these dollars for American exports. 

Mr. Petiy. I think the testimony was to the etfect that actually the 
dollars were not used in that case, that it was foreign currency. 
Would you be willing to agree that, if they did not get dollars, you 
would not be so prejudiced against the preference type of support? 

Mr. Humpnrry. Sir, with all due respect, I don’t agree that it is 
prejudice. 

Mr. Petiy. I used the word loosely. 

Mr. Humpnnry. I feel that Iam particularly unprejudiced in this, 
but I further could not agree with the statement because it seems to 
be perfectly obvious that, if we hire their ships, they get some dollars 
that they would not otherwise have, and it is virtually sure that they 
will spend them here. 

Mr. Petty. What if they hire their ships with their own type of 
soft money ? 

Mr. Humenrey. That just denies them the benefits that they would 
get from our hiring their ships and paying them dollars. 

Mr. Petry. I suggest that you read the testimony. 

Mr. Humpurey. I certainly will and I appreciate your advice. 

Mr. Peviy. I think you will read the hearings with a great deal of 
interest, and I think that they will change your point of view. 

Mr. Casry. Could I ask the witness one question at that point? 

Would it affect your opinion basically in the views that are ex- 
pressed in this chapter if it developed that at the present time we do 
not have the nucleous fleet that is recommended by the responsible 
officials of the Department of Defense ? 

Mr. Humrurey. Well, I see in the chapter, and I repeat it in my 
statement that I think we have a responsibility to provide that kind 
of a fleet, and that the best way to do it is to appropriate money 
directly to do it so that, if we don’t have that fleet now, I certainly 
not only approve but would be most anxious that the President 
through his normal budgeting process review this and make recom- 
inendations and that this committee hold hearings and make recom- 
mendations to the Congress, and that the Congress vote on it. 

Mr. Casry. Let us assume, and this assumption is based upon testi- 
mony of the Maritime Administration and the Under Secretary of 
Comme ree for Transportation, that there is no practical way in 
which to replace the benefits that are conferred by the cargo pre ference 
legislation with direct subsidies. Would that affect your opinion ? 

ak Humenrey. Sir, you give me a premise which I find it very 
difficult to swallow, and you ask me what the conclusion is. 

Me Casry. You did not presume to be an expert on shipping and 
| am quoting to you the views of recognized experts on shipping in 
the Federal Government. Do you profess to know some way in 
which direct subsidies can take the place of cargo preference ? 

Mr. Humpnrey. The question you ask involves costs and prices 
ind benefits, and my opinion would be that it would be possible to 
provide a direct subsidy to get the shipping that we want. 
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Mr. Casey. Then you profess to be an expert in the field? 

Mr. Humenrey. What is this field? This field that I am talking 
about is the field of subsidies and pricing. I don’t want to call 
myself and expert, but I know something about prices and subsidies. 

Mr. Casry. Do you know how the present subsidy law works in 
shipping ? 

Mr. Humeurey. I am a little vague. I have gone over it in the 
past. Of course, we don’t have to restrict ourselves to the way the 
a subs idy law works. 

Mr. Casry. Mr. Humphrey, how would you replace the cargo 
preference with direct subsidy? Can you explain whi at your scheme 
would be for replacing the benefits conferred by the cargo preference 
law ? 

Mr. Humrurey. I certainly don’t have a program worked out as 
ef this moment, no, sir, but I don’t believe it would be impossible to 
do. 

Mr. Casry. Upon what do you base that opinion? Have you made 
some study of this? We asked the Maritime Administrator and the 
Under Secretary of Commerce if there was any practical way in 
which to replace the cargo preference with direct subsidy, and they 
said “no.” You say “yes,” ard yet you have not made a study. 

Mr. Miturr. They have some economists working for them. 

Mr. Humpnrey. Certainly. This is my position. 

Mr. Casey. I know it is your position. Tam asking would it affect 
your position any if you found, after study, that there was no practical 
way of replacing the cargo preference benefits with direct subsidy ? 
It is pretty obvious that you would have to say “Yes,” is it not? 

Mr. Humwenrey. Yes. That is so obvious. 

Mr. Casey. It is so obvious that I wondered why you were reluctant 
to answer it. 

Mr. Humenrey. Because I don’t accept the premise. 

Mr. Casey. You do not accept the premise but your reasons for 1 
accepting the premise are not very good either, are they? 

Mr. Humpnrey. In my opinion, they are adequate. 

Mr. ROBESON. Mr. Miller. 

Mr. Mitier. Doctor, you assume that the foreign countries would 
use the money that the ‘y earned in their shipping, if we abandoned our 
fleet. and hired them on a hire basis, to buy goods in this country. 
What is the premise for that assumption ? 

Mr. Humrurery. That would be the main reason and, in fact, the 
only reason for their using their labor and capital to provide the 
shipping services, would be in order to get dollars to buy the goods 
they want here, but, more than that, the one thing that is clearest in 
postwar international relations is that, almost without exe »ption, the 
nations of the world are anxious to buy more American goods than 
they ge dollars for. 

Now, the only exception to my statement is a short-term one, that 
if a nation has no reserves they may, for a time, not spend these dollars 
that they earned immedi: itely while they are building up their bank 
account; but, this is also in our interest because, if they have no re- 
serves and that a temporary or short-term swing of trade can put 
them in such an embarrassing position, we would suddenly lose 
markets. 
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Their reserves were disastrously low at the end of the war and it is 
desirable in the interests of stable and orderly international trade that 
their reserves should be rebuilt with the exception that in rebuilding 
their reserves it is obvious that they are anxious to buy American 
goods and one reason they discriminate against the American goods. 
is because, if they do not, their people will buy more than they can pay 
for. 

Mr. Muurr. That applies in domestic economy also, that people will 
buy more than they can pay for if you let then 

Mr. Humenrey. Precisely so. Hiring a ship i is like giving a man 
a job in the domestic economy. 

Mr. Miuier. You heard Mr. Ward testify this morning that he 
had lost some business to Japan. Do you think that if we had a dis- 
agreement with Japan that they would close down their fertilizer 
plant and come to buy from Mr. Ward’s fertilizer plant merely be- 
cause we made a concession to them on shipping and got rid of our 


Houmpurey. I am sorry that I didn’t follow so that I could 
who the ‘then’ was. Would you rept eat the qu estion. pl ease ¢ 

Mr. Mitier. I said that you heard Mr. Ward this morning say that 
Japanese fertilizer plants were supplying part of the market that 
his company had previously supplied, a Japanese pa built with 
\merican assistance, with our dollars, which gave us . little moral 
entry into the picture. They are not core! fertilizer from Mr. 
Ward’s plant. Now, do you think that that would be repeated if 
we got rid of oui merchant fleet where we could not go out and sell 
in the market place ? 

Mr. Homrnerry. Iam not sure A an hold it all in mind. 

May I just take the first part of the question / 

Mr. Miutirr. I am sorry. I am not an economist and I cannot 
propound these questions in the way that you can get them. 

Mr. Humpurey. I will try to do my best to use your language. 

Mr. Minuer. Get down to my level. 

Mr. Humpurey. Come up to your level, and I mean that. 

Mr. Mititer. No; donot pay idle compliments now. 

Mr. Humeurey. There is nothing idle about them. They are quite 
sincere. 

Taking the first part, the Japanese have rebuilt their fertilizer 
industry in part with our capital. 

Mr. Minter. And with our know-how. 

Mr. Humpnrey. If they had not, we would have been continuing 
to supply them fertilizer free at the American taxpayers’ expense, 

r there was a serious risk that they would fall into the Soviet orbit. 

‘a as between me as a taxpayer buying Japanese fertilizer and 
letting them produce it with their own plant, I am in favor of letting 
them produce it with their own plant. 

Would you go on from there and let us finish the question ? 

Mr. Mirier. I was just wondering how you fe It about this. I was 
wondering since we have to have a little trade in order to maintain 
our economy, just how this was going to affect our economy if we 
follow your theory all over the world. Just 2 days ago we had a 
ge ntlem: an on the stand referring to an agricultural commodity that 
is in surplus and is worrying a good many people. ; 
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We heard him say that, because of some of the know-how that we 
have given them and what they have acquired on their own, the dried- 
fruit industry is in trouble because the people in Southern Europe 
have now raised their standards of dried fruits il are supplying 
part of the market and can do it cheaper because of cheaper labor 
costs. Do you think if we made this surrender of our shipping, that 
Britain and the maritime countries who consume a great deal of this 
dried fruit would cease to buy cheaper from Spain or Italy or Greece 
or north Africa and come back and buy California dried fruits? 

Mr. Humeurry. No; I don’t think they would in the case of dried 
fruit, Mr. Miller, but this is only an opinion in the case of dried 
fruit; but I am perfectly confident that, if they earn more dollars 
through our buying their shipping services or any other way, that they 
will spend more here in some industry. 

I have some opinions as to what industries it would be, but I can- 
not be absolutely certain. My opinion is that it would help on tobacco 
and cotton and machinery, but the thing I am certain of is that there 
would be more someplace. 

Mr. Miniter. Of course, I may say that it is too bad the chairman 
is not here since he is interested in tobacco because, like the acting 
chairman, I do not grow tobacco, but I am interested in California 
dried fruits. You and I are in conflict because you want to get rid 
of tobacco and I want to get rid of dried fruits. 

It reminds me of a very delightful gentleman in San Francisco. 
You took your graduate work, you say, at Berkeley. This gentleman 
is of French extraction. He is a very responsible businessman. He 
got hold of a group of us one day and tried to sell us on the idea that 
California should abandon the production of premium-type wines 
and confine its wines to the cheaper grades of wines because we were 
in competition with French wines. We would then put dollars into 
France if we got away from our good wines and imported all of our 
good wines from France. 

I am certainly representing one of the finest wine-producing areas 
in fhe United States, the Livermore Valley, and I would have short 
shrift trying to sell that to the producers up there. 

Mr. Humpurey. I agree with you but the issue is that we have scores 
of industries. 

Mr. Miniter. Score of industries, that we have to support to keep 
our own economy going, have we not ? 

Mr. Humrnrey. Every time we support one of them by a tariff o1 
2 preference legislation, we are injuring one of the others. I am 
against injuring somebody in order to help tobacco growers or fruit- 
FTowers 

Mr. Minrer. [T wish you would put on your white robe and start 
leading a crusade and tell us how to do this thing. Let me ask you 
one further question. 

Mr. Humeurey. May I make one comment on that? 

Mr. Mitier. As to this one hand watching this other. 

Mr. Humpurey. May I make one comment on this white robe? <A 
very good beginning has already been made on this, sir. For 20 years 
we have been gradually reducing our trade barriers and we have kept 
this provision that no domestic industry shall be seriously injured 1 
the process, and | hope and I believe that the most useful thing in my 
book FTOWS Out of that study. 
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Recently I testified before another committee of the Congress and 
I was very gratified, when the report came out, to see that they had 
accepted my recommendations with respect to injury. 

Mr. Mituer. You say here: 

In addition to the fleet of ships that are operating at a given time, the United 
States has also a large stock of ships in “mothballs” which can be drawn upon 
in times of emergency. 

How efficient are those mothball ships and that mothball fleet, if 
we get into another war 

Mr. Humpurey. I understand that technological change makes 
them too slow and we would want much better ones, but they have in 
the past been used and in case of necessity probably for a time would 
be used again for cargo. 

Mr. Mitier. Do you know some of the beneficial uses to which a 
lot of them are put now ¢ 

Mr. Humpnrey. I believe they are used to store surplus commodities 
in some cases. 

Mr. Mitier. They are used to store surplus grain, and it has been 


testified before this committee in the last few days that it is at a 


saving to the taxpayers of this country of about $22 million, two-thirds 
of the amount of money involved which brought about the recom- 
mendations for abandonment of this law. We are saving $22 million 
and none of that money is being paid back into the Maritime Admin- 
istration to help liquidate those ships. 

Do you subscribe to the theory that we should use these ships for 
the benefit of Agriculture and that Agriculture should not pay for 


them ¢ 

Mr. Humenrey. I certainly subscribe to the view that, as long as 
they are there and suitable for storing surplus grain, they should be 
used for that purpose. I don’t think I see enough benefit of going 
a an accounting procedure of charging Agriculture for that. 

1 doubt if there is enough benefit to warrant the cost of doing it, but 
I do not believe this is comparable to cargo preference. 

Mr. Miuuer. I agree that we should not do it, but I just want to 
point out that it is ‘there. 

Mr. Humpurey. Perfectly true. 

Mr. Mitter. We are not getting around the unwillingness of Con- 
gress, to use your own words in this case, but when Congress sees fit 
to pass a 50-50 shipping law to protect the merchant marine, the only 
people that I have heard complain about it are certain groups in 
Agriculture, and then not all of those groups. I fail to understand 
why it is not pertinent to ask about that $22 million and not just 
slough it off. 

Mr. Humpurey. It is pertinent, sir. 

Mr. Miuuer. That is all. 

Mr. Roseson. The committee will recess now until 2:30 this after- 
noon. 

Mr. Humpnrey. Could I, sir, make one additional comment. 
are you expecting me back ? 

Mr. Rosrson. We are expecting you back at 2: 30. 

(Thereupon, at 12:40 p. m., the committee rec ead to reconvene at 
~: 30 p.m. of the same day, F ebr uary 9, 1956.) 


or 
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AFTER RECESS 


The Cuamman. Mr. Dingell? 

Mr. Drnceti. Thank you, Mr. Chairman. 

Now tell me, professor, are you familiar with precisely how much 
of American foreign trade goes subject to this 50-50 provision ¢ 

Mr. Humpurey. Well, as of this moment I am not familiar with it 
precisely in terms of the statistics. As I understand it, it is Govern- 
ment-financed cargo. It is not all of American foreign trade. 

Mr. Drncetu. That is correct. 

You wrote this book of yours from which we have the excerpt before 
us when, sir? 

Mr. Humenrey. I started it in the summer of 1950, and I concluded 
my work, as I say, about 18 months before it was published last fall. 
During that period I was working on it I was teaching also. 

Mr. Drncett. The great bulk of your work, though, was done 18 
months before last fall. That would be sometime during 1952 or 
1953. Is that not correct? 

Mr. Humepurey. That is correct. 

Mr. Drncett. And during that interim you then did a number of 
other things. Is that not a fact, sir? 

Mr. Humrurey. That is correct. 

Mr. Dincett. And so you made no intensified study of the general 
shipping practices and so forth during that interim to all intents and 
purposes. Would that not be a fact? That is except perhaps to re- 
fine your work as far as it has been done during that interim period. 

Mr. Humpurey. That is correct. I did not even do any great re- 
fining. But I kept in touch with the leading reports on it. For 
example, just after I was getting started the Gray report came out. 
And then after I had written by chapter the so-called Bell committee 
reported. And then the Randall committee report. As a matter of 
fact, I cut down the number of pages in my study because I thought 
those committees had covered it pretty well. 

Mr. Drxcexu. For all intents and purposes you did not do any 
great deal of work in that interim period, and the proportion of the 
work which you devoted to shipping would be about 5 pages out of 
220. That would be the general ratio of the work that you did during 
that iterim period. Would that not be correct, sir? 

Mr. Humpnrey. That is the way the final product appeared. 

Mr. Drinceiy. So you did a very, very small amount of work, if 
anything, on the general subject of shipping, and a considerably less 
amount of work during that interim period on the subject of Ameri- 
can cargo preference. Is that not a fact, sir? 

Mr. Humpenurey. By interim period you mean 

Mr. Dincetx. The 18 months. 

Mr. Humenrey. The 18 months. That is correct. 

Mr. Drncet. Now it so happens that Public Law 480 was passed 
during that interim period, was it not? 

Mr. Humpurey. That is correct. 

Mr. Drncetx. Title I of that, of course, being passed during that 
interim period, too? 

Mr. Humpnrey. Yes. 

Mr. Drncetx. So you did very little work, as a matter of fact, on 
title I of Public Law 480 since your book was passed. Is that not 
correct ? 
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Mr. Humenrey. That is correct. 

Mr. Dinceti. The knowledge on which you testified today really 
is based on what you had learned previous to the passage of Public 
Law 480 and also previous to the passage of Public Law 664 with 
which we are concerned here today. Is that not so, sir? 

Mr. Humpnrey. Yes; I believe that would be right. 

Mr. Dincerx. I have often heard it said that by taking a proper 
base, an economist can prove almost anything. Is that not a fact, sir? 

Mr. Humrnrey. It 1s a pretty broad generalization, but certainly 
the base vear is tremendously important. 

Mr. Drnce.. So, by taking the proper base year, you would prove 
that 50-50 is an axtremely bad thing. Is that not a fact? 

Mr. Humpnrey. I don't think the proof or the lack of it, that 
50-50 legislation is desirable or not, is related to any base tee 

Mr. Dinceti. As a matter of semantics, you could prove that it 
was a very bad thing? 


Mr. Htmeurey. I suppose you could prove it is a very good thing, 
too. 

Mr. Dineeti. Which you did do as a matter of fact by selecting 
certain selected base years. Am I correct, sir? 

Mr. Humenrey. No; I could not agree to that. 

Mr. Dineeii. You selected the base years which immediately fol- 
lowed World War II. Is that a fact, sir? 

Mr. Humpurey. I did not select them. It was the latest data avail- 
able when I was working. 

Mr. Dinceuu. In all honesty, you did select them. Is that not a 
fact ? 

Mr. Humrnrey. I could not agree they were selected. 

Mr. Dincety. They presented themselves and you took them when 
they presented themselves? 

Mr. Humenrey. That is different from selection. Selection implies 
selecting some and rejecting others. 

Mr. Drncetn. There were great currency restrictions during that 
period ? 

Mr. Humpnrey. Yes, sir. 

Mr. Dinceti. During that period there was also a great dollar 
shortage, was there not? 

Mr. Humenrey. That is right. 

Mr. Dinceix. So, for your - base period, you took really what was 
an abnormal period in world trade. Is that not a fact? 

Mr. Humpurey. It certainly was. 

Mr. Drxeeti. And, based upon your study of this very abnormal 
period, you have proved that this 50-50 is a bad proposition. Is that 
not a fact? 

Mr. Humenrey. I do not believe that my proof rests on that solely, 
Some of the things I said—— 

Mr. Drxceuy. Just “Yes? or “No.” 

Mr. Humpnrey. I can’t answer that question yes or no. 

May I make a comment? 

Mr. Diner. Let me ask you this question, and then you can answer 
yes or no. 

Your proof is that 50-50 is a bad thing. Is that not a fact? 

Mr. Humpnrey. Well, proof? 

I cite some evidence. I argue that it is a bad thing. 
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Mr. DinceLti. You argue that it is a bad thing based upon certain 
facts which you observed during this base period. 

Mr. Humpnrey. And also based upon the principle of international] 
trade, 

Mr. Dincetx. Limit yourself to my questions, please. 

Mr. Humenrey. Certainly. 

Mr. Dinceti. But your proof is based on a study of this abnorma!| 
period ¢ 

Mr. Humpnrey. I examined an abnormal period. 

Mr. Dinceti. Are you aware of the fact that other countries have 
shipping restrictions which are at least as vigorous and more so 
than ours? 

Mr. Humenrey. Certainly; and I deplore them. 

Mr. Dinceti. Are you aware also that the countries which cry 
loudest against our 50-50 practices are also guilty of the same thing? 

Mr. Humenrey. Yes, sir. 

Mr. Dincet.. Are you aware as a fact that Norway also practices 
cargo discr een ; 

Mr. Humpnrry. I do not know that I could have testified that 
Norway specifically did. I am sure I have been over it, but I don’t 
have it in mind. 

Mr. Dinceitt. You have made a substantial study and you are 
aware of the fact? 

Mr. Humpurey. Yes. 

Mr. Dineeti. Are you not aware also of the fact that the United 
Kingdom and Denmark do substantially the same thing ? 

Mr. Humpnrey. Well, substantially—— 

Mr. Dinceii. Aren’t you aware of the fact that they do this both 
by direct cargo restrictions and by placing currency restrictions and 
exchange restrictions in effect whereby the merchants, the importers 
and exporters in that country, are hesitant to import and export on 
anything but Danish and British bottoms 4 

Mr. Humpnrey. I am very much aware that many other nations 
practice discriminatory practices. 

Mr. Dincetu. I think we are both agreed that in principle restric- 
tions on trade are bad. And I think that restrictions on trade would 
certainly include cargo restrictions. 

But 1 think we are also agreed that general principles are some- 
times subject to modification because of vel ‘y special circumstances. 
Isn’t that a fact? 

Mr. Humpnrey. Yes, sir. 

Mr. Dineen. Would it not be a fact that these cargo restrictions 
which other countries place on our shipping might make an abnormal 
situation, sir? 

Mr. Humeurey. I don’t think the abnormal situation is owing to 
their cargo restrictions. 

Mr. Drnceti. Well now we have had substantial testimony in this 
committee to the effect, first of all, that liner cargo goes at a uniform 
rate for all countries who belong to that conference. So, as a matter 
of fact, if it were not for the restrictions which Norway and other 
countries place upon our liners, and cargo restrictions by which they 
see to it that cargoes go in their own liners, as a practical matter our 
liners would be fully competitive with world conditions. You will 
agree to that, will you not, sir? 
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Mr. Humpurey. No, sir. 

I think in the absence of all restrictions the American merchant 
fleet could not compete as it does today. 

Mr. Drncexx. Our liners charge the same rates that any other 
liners charge. Is thata fact? 

Mr. Humpurey. Yes. 

Mr. Dincett. And from that it follows that our liners should be 
able to compete with anyone in the world. Isn’t that a fact? 

Mr. Humpurey. As long as they have subsidies. 

Mr. DINGELL. Regardless of the subsidies, whether they are sub- 
sidized or not—which we are not concerned with—the fact of the 
matter is that under the situation as it prevails today our liners charge 
the same rates as anybody else. Isn’t that a fact, sir? 

Mr. Humpnurey. So far as I know, I understand there is a lot of 
rebating. So it does not amount to charging the same thing. 

Mr. Dinceti. They charge the same rates regardless of that. Isn’t 
that a fact ? 

Mr. Humpnrey. If they are rebating, then it is not charging the 
same rates. 

Mr. Dincetx, But the fact of the matter is the rate on its face 
the same as any other ? 

Mr. Humeurey. On the face; yes, sir. 

Mr. DinGELL. So, on the face of it, our liners should be able to com- 
pete with anybody else. Isthat not a fact ? 

Mr. Humpurey. Not merely on price. If they have a subsidy 
they can. Remove the subsidy and I doubt very much 

Mr. Dinceii. Let’s just say that our liners, under circumstances 
which exist today, should be able to compete with other carriers in 
other countries. Is that not a fact ? 

Mr. Humenrey. I would judge that is probably true. 

Mr. Dinceti. Yet the fact of the matter is that they are not able 
to compete with the other countries. Isn’t that a fact? 

Mr. Humpnrey. Owing to discriminatory treatment against our 
services, 

Mr. Dinceii. That isa fact. 

So there is some justification in this country acting to protect its 
own merchant marine. Is that not a fact, sir? 

Mr. Humpurey. I could not agree to that as a fact, no, sir, 
because 

May I explain ¢ 

Mr. Dinceti. No. 

All I want you to do is answer my questions, sir. That is what ] 
am concerned with. 

Now let me ask you this: 

Are you aware of these facts, that American vessels carried only 2: 


percent of 42,600,000 long tons of liner and nonliner dry-car rg0 
exports ¢ 

Mr. Humpnrey. I had not looked at exports exclusively. I had 
looked at total trade. 

Mr. Dincetu. Are you aware of that fact ? 


Mr. Humpnurey. I was not aware of the fact with regard to exports 
alone. 
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Mr. Dinceiu. Are you aware of the fact then that the great bulk 
of our American exports go in other bottoms, bottoms of other 
countries ¢ 

Mr. Humpurey. I am not surprised by it. 

Mr. Drncett. That was in 1953. Then in 1954 a like 23 percent 
of 46,175,000 long tons was carried by American bottoms. 

And then are you also aware of the fact that in those 2 years Amer- 
ican-flag berth liners carried 38 percent of our liner cargo in 1953, 
and 36 percent in 1954? Are you aware of that, sir? 

Mr. Humeurey. I can’t say that I am aware of specific figures for 
limited cargo for specific years. 

Mr. Dincett. Just “yes” or “no,” sir. 

Mr. Humenrey. Then you will have to repeat the question; I am 
Sorry. 

Mr. Dingeti. Will you repeat that question for me, Mr. Reporter. 

(The question was read by the reporter.) 

Mr. Humpurey. No; I was not. 

Mr. Drncetx. Then I will ask you another question, sir. 

Are you aware of the fact that American-flag tramps carried only 
8 percent in 1953 and only 9 percent in 1954 of American exports? 
Are you aware of that, sir? 

Mr. Humpnrey. Of American exports? 

Mr. Drnce.u. That is correct. 

Mr. Humpurey. Total exports? 

Mr. Dincetx. Total exports during those 2 years. 

Mr. Humpnrey. No; I did not have those two figures in mind. 

Mr. Drnceut. In all fairness to you, sir, you came before this com- 
mittee then to give us the benefit of your views without having had 
those two very important items of intelligence; is that not a fact? 

Mr. Humerurey. No, sir. 

Mr. Drnceii. You mean you did not know about those things when 
you came before us? 

Mr. Humenrey. I mean the answer to your question is “No.” 

Mr. Diner. Are you also aware that in 1955 the aid cargoes ac- 
counted for only 19.4 percent of all American-flag liner cargo car- 
ryings? Are you aware of that, sir? 

Mr. Humenrey. I was not. 

Mr. Dineeti. And that they amounted to 78 percent of American- 
flag tramp caryrings? Are you aware of that, sir? 

Mr. Humpurey. I was not. 

Mr. Drncetu. Then you realy were not aware of the conditions in 
the world and the conditions as they concerned the American mer- 
chant marine when you came before this committee to testify; were 
you? 

Mr. Humpurey. I did not pretend to be, sir. 

Mr. Dinceii. Yet you set yourself up as an expert; am I correct, 
sir? 

Mr. Humpnurey. Not on this aspect of shipping. 

Mr. Drnceit. Will you tell me on what aspect precisely you set 
yourself up as an expert ? 

Mr. Humpnery. First, I don’t think I set myself up as an expert. 
I came here at the invitation of the chairman; in fact, at his insist- 
ence. But the thing on which I feel qualified to testify 

Mr. Dinceti. Apparently your feelings—— 
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Mr. Humpurey. May I finish my answer? 

The CHarrman. Let him finish. 

Mr. Dincetu. [am sorry,sir. Lapologize. 

Mr. Humpnurry. The thing on which I feel qualified to testify is 
that restrictions on our purchase of foreign shipping will inevitably 
restrict their buying of our exports, and therefore injure some of our 
export industries, especialy, I believe, the export branches of agri- 
culture and of machinery. 

It ison that that I feel qualified to testify. 

Mr. Dincetxt. Without having had the benefit of these items of 
knowledge which we previously discussed as for the volume of car- 
riage by American bottoms? 

Mr. Humpnurey. Mr. Byrnes, if those figures were revised 

Mr. Drincetx. I apologize. I would be considerably honored in 
being Mr. Byrnes, but John Dingell is my name; from Michigan. 

Mr. Humpruey. What is your name? 

Mr. Drncetu. Dingell. 

Mr. Humenurey. I beg your pardon, Mr. Dingell. I am terribly 
Sorry. 

Mr. Drneett. It is my fault. 

Mr. Humpnrey. Mr. Dingell, my tstimony would not be changed in 
its substance if those figures were reversed. It is not dependent upon 
those figures or derived from them. 

You see if it had turned out, in the calculation that I made at the 
time I made it, that the American fleet were short, were less than it 
should be, I would still be opposed to cargo preference because it seems 
to me it may likely produce that result. 

I think that a much better way to accomplish the objective is to 
provide direct subsidies. And one of my objections to the principle 
of cargo preference is that the business that is derived from cargo 
preference is not directly related to the need. 

Mr. Drncetu. I would like to go into that a little bit later with 
your permission, sir. But right now I would like to go into this. 

What you have said then, synthesized, would be somewhat in this 
order, that as a matter of economic theory you oppose restrictions on 
trade; is that not a fact, sir? 

Mr. Humpenurey. That is a good beginning. 

Mr. Dincetu. It is a good beginning. But you will also concede 
to me, for the benefit of this committee, as you have conceded on various 
pages in your chapter here, that under certain circumstances Govern- 
ment action is necessary to preserve a fleet of merchant vessels for 
wartime use; is that not a fact ? 

Mr. Humpnurey. It is not a concession, sir. It is a definite asser- 
tion. Itis a positive one. 

Mr. Drncetu. I would much rather have a positive assertion, sir. 

Do you belong to the school of economy which says that any busi- 
ness which is not fully able to compete with other business should 
necessarily be abandoned by a country, to concentrate on other things 
which may be more competitive ? 

Mr. Humpurey. Not in the case of industries that are vital to our 
national security. 

Mr. Dinceit. And would you class the fleet as such ? 

Mr. Humpenurey. I have, both in my book and in my statement this 
morning ; repeatedly. 
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Mr. Drncetyi. Are you aware of the fact then that the great bulk 
of our American exports go in other bottoms, bottoms of other 
countries ¢ 

Mr. Humenrey. I am not surprised by it. 

Mr. Dincett. That was in 1953. Then in 1954 a like 23 percent 
of 46,175,000 long tons was carried by American bottoms. 

And then are you also aware of the fact that in those 2 years Amer- 
ican-flag berth liners carried 38 percent of our liner cargo in 1953, 
and 36 percent in 1954? Are you aware of that, sir? 

Mr. Humeurey. I can’t say that I am aware of specific figures for 
limited cargo for specific years. 

Mr. Dincety. Just “ves” or “no,” sir. 

Mr. Humpnrey. Then you will have to repeat the question; I am 
Sorry. 

Mr. Dincetx. Will you repeat that question for me, Mr. Reporter. 

(The question was read by the reporter.) 

Mr. Humpurey. No; I was not. 

Mr. Drneetx. Then I will ask you another question, sir. 

Are you aware of the fact that American-flag tramps carried only 
8 percent in 1953 and only 9 percent in 1954 of American exports? 
Are you aware of that, sir? 

Mr. Humeurey. Of American exports? 

Mr. Dirncetu. That is correct. 

Mr. Humpurey. Total exports? 

Mr. Dince.x. Total exports during those 2 years. 

Mr. Humpnrey. No; I did not have those two figures in mind. 

Mr. Drnceuu. In all fairness to you, sir, you came before this com- 
mittee then to give us the benefit of your views without having had 
those two very important items of intelligence; is that not a fact? 

Mr. Humpnrey. No, sir. 

Mr. Drnce.i. You mean you did not know about those things when 
you came before us? 

Mr. Humpnrey. I mean the answer to your question is “No.” 

Mr. Drncetu. Are you also aware that in 1955 the aid cargoes ac- 
counted for only 19.4 percent of all American-flag liner cargo car- 
ryings? Are you aware of that, sir? 

Mr. Humenrey. I was not. 

Mr. Dinceiu. And that they amounted to 78 percent of American- 
flag tramp caryrings? Are you aware of that, sir? 

Mr. Humpnrey. I was not. 

Mr. Drnceti. Then you realy were not aware of the conditions in 
the world and the conditions as they concerned the American mer- 
chant marine when you came before this committee to testify; were 
you? 

Mr. Humenurey. I did not pretend to be, sir. 

Mr. Drincetx. Yet you set yourself up as an expert; am I correct, 
sir? 

Mr. Humenurey. Not on this aspect of shipping. 

Mr. Diner. Will you tell me on what aspect precisely you set 
yourself up as an expert ? 

Mr. Humenrey. First, I don’t think I set myself up as an expert. 
I came here at the invitation of the chairman; in fact, at his insist- 
ence. But the thing on which I feel qualified to testify 

Mr. Dincetx. Apparently your feelings—— 





A 















































OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 46] 


Mr. Humpueryr. May I finish my answer? 
The CHarrman. Let him finish. 

Mr. Drncetu. Lam sorry,sir. [ apologize. 

Mr. Humpnery. The thing on which I feel qualified to testify is 
that restrictions on our purchase of foreign shipping will inevitably 
restrict their buying of our exports, and therefore injure some of our 
export industries, especialy, I believe, the export branches of agri- 
culture and of machinery. 

It is on that that I feel qualified to testify. 

Mr. Drnceti. Without having had the benefit of these items of 
knowledge which we previously discussed as for the volume of car- 
riage by American bottoms? 

Mr. Humpurey. Mr. Byrnes, if those figures were revised 

Mr. Drncetx. I apologize. I would be considerably honored in 
being Mr. Byrnes, but John Dingell is my name; from Michigan. 

Mr. Humeruey. What is your name? 

Mr. Dincetu. Dingell. 

Mr. Humenrey. I beg your pardon, Mr. Dingell. I am terribly 
SOrry. 

Mr. Dincett. It is my fault. 

Mr. Humenrey. Mr. Dingell, my tstimony would not be changed in 
its substance if those figures were reversed. It is not dependent upon 
those figures or derived from them. 

You see if it had turned out, in the calculation that I made at the 
time I made it, that the American fleet were short, were less than it 
should be, I would still be opposed to cargo preference because it seems 
to me it may likely produce that result. 

I think that a much better way to accomplish the objective is to 
provide direct subsidies. And one of my objections to the principle 
of cargo preference is that the business that is derived from cargo 
preference is not directly related to the need. 

Mr. Drncetu. I would like to go into that a little bit later with 
your permission, sir. But right now I would like to go into this. 

What you have said then, synthesized, would be somewhat in this 
order, that as a matter of economic theory you oppose restrictions on 
trade; is that not a fact, sir? 

Mr. Humpnurey. That is a good beginning. 

Mr. Drncetu. It is a good beginning. But you will also concede 
to me, for the benefit of this committee, as you have conceded on various 
pages in your chapter here, that under certain circumstances Govern- 
ment action is necessary to preserve a fleet of merchant vessels for 
wartime use; is that not a fact ? 

Mr. Humpnurey. It is not a concession, sir. It is a definite asser- 
tion. Itisa positive one. 

Mr. Dincetu. I would much rather have a positive assertion, sir. 

Do you belong to the school of economy which says that any busi- 
ness which is not fully able to compete with other business should 
necessarily be abandoned by a country, to concentrate on other things 
which may be more competitive ? 

Mr. Humpurey. Not in the case of industries that are vital to our 
national security. 

Mr. Dincetxt. And would you class the fleet as such ? 

Mr. Humpnrey. I have, both in my book and in my statement this 
morning ; repeatedly. 
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Mr. Dincett. You make the bare assumption that a pabeadty would 


be sufficient to keep our merchant marine on the high seas; is that 
correct / 


Mr. Humpnrey. Yes, sir. 

Mr. Drnceii. But would that be so under the situation which exists 
where other countries discriminate against our merchant-marine 
carriers ? 

Mr. Humpurey. That would make it more difficult. I doubt that 
it would make it impossible. But I believe that if we followed that 
route we would have more success in negotiating the mutual reduction 
of these discriminations. And I would like to see that happen. 

Mr. Dinceiu. Tell me this, sir: Are you aware that the Navy and 
the Maritime Administration have told this committee that we have 
an immediate wartime need of some 1,700 cargo vessels, and that we 
have presently available in service only, if I am correct, Mr. Chairman, 
i believe it is about 1,600? 

Mr. Casry. 1,000. 

Mr. Dincext. 1,000. So we are short somewhere on the order of 600 
cargo vessels which would be required for immediate wartime use. 
Are you aware of that, sir? 

Mr. Humpurey. I knew that there were some figures like that 
around, but I am not very clear about what immediate wartime use 
means. 

Mr. Dinceti. Would you not say that that was a rather deplorable 
state of the merchant marine, and that it required some rather drastic 
action by this committee and by the Congress to restore it if that were 
in fact so? 

Mr. Humpurey. I would have to know more about it first, sir. 

Mr. Drnce.i. Conceding for the purposes of the argument that we 
are 600 merchant vessels short out of a required 1,600, would you say 
we were in a rather deplorable state for immediate wartime use? 

Mr. Humenurey. That would depend, Mr. Dingell, on who said 
and whether or not other people say something else. 

Mr. Dinceii. Just conceding now for the purposes of the argu- 
ment, let’s—— 

Mr. Humrpnrey. You are asking me to concede the answer. 

Mr. Dincetu. I do not ask you to concede anything. I say just 
for the purposes of the argument, conceding that it is so without 
actually saying that it be so, would you not concede that would be a 

rather deplor able state ¢ 

Mr. Humpnurey. I would not only concede but I would assert that 
it is a deplorable state if we do not have adequate national security, 
including a merchant fleet. 

Mr. Casrty. May I ask him at that point, Mr. Dingell. 

At the time you were making this study did I understand that this 
part of the book was written bac k in 1951? 

Mr. Humpurey. I would have to reflect a good deal and check to 
get the exact year, but it was in that nei ighborhood ; that is very clear. 

Mr. Casey. Prior to 1953 anyway? 

Mr. Humpnrey. Yes, sir. 

Mr. Casey. Was it being written about the time of the Korean 
conflict? Do you know ¢ 

Mr. Humpurey. Yes, sir. 
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Mr. Casey. Did you realize that at the time of the Korean outbreak 
we in the United States, in order to service our troops in Korea, were 
required to break out from 35 to 70 ships a month from our reserve 
fleet, and by the end of 1951 we had broken out 700 ships from the re- 
serve fleet ? 

Mr. Humpnrey. I knew there was an enormous increase. I would 
not remember the exact figures per month. 

Mr. Casey. Would that not illustrate that even with a small conflict 
like Korea we were seriously deficient in the number of active, oper- 
ating ships to carry on in any kind of a war? 

Mr. Humpurey. Yes: it certainly would. 

Mr. Casey. Regardless of what anyone might say or whether you 
might question the judgment of people like Admiral Wilson of the 
MSTS., the fact of the matter is that in 1951 when we got into a small 
skirmish in Korea we found ourselves at least 700 ships short of the 
necessary, ac tive, operat ing fleet. 

Mr. Humpurey. I had never understood that it was the intention 
or purpose or objective to maintain at all times an active fleet adequate 
for wartime. 

Mr. Dinceiti. Would you please yield to me for a second, counsel 

Mr. Casry. Go ahead. 

Mr. Dinceixi. I would be mighty grateful. 

You are aware also, as a matter of fact, that the fleet which we had 
moving on the high seas during the Korean war and immediately pre- 
ceding the Korean war was considerably larger than what we have 
today, are you not, sir ? 

Mr. Humpurey. Yes. 

Mr. Dinceit. You are also aware that the Germans practically 
swept our shipping from the seas with only 70 to 100 submarines 
during the last World War, are you not ? 

Mr. Humernrey. I would quarrel a little with that. We did quite a 
lotof shipping. It was enough to win the war. 

Mr. Dincetu. Y on are aware of the fact that we had considerable 
difficulty with the submarine menace during the World War ¢ 

Mr. Humpurey. We had an awful lot. 

Mr. Dinceiit. Would you take my figure that the Germans only had 
70 to 100 operational submarines during that time ¢ 

Mr. Humpnrey. I would be glad to. 

Mr. Dinceitt. Would you also take my figures according to the 
latest naval intelligence that the Russians have on the order of 400 
submarines right now ? 

Mr. Hcumrnurey. I would be glad to. 

Mr. Dincett. Would you take my word for the fact that the Rus- 

inn submarines are superior to those which the Germans had, and 
th iey can travel submerged for considerably longer periods with 

norkels which permit them to charge batteries without coming to 
the surface ? 

Mr. HouMPHREY. At this point ] would have to begin to wonder 
ibout our defenses and what defenses we have against these new 
developments, and evaluate that. I would begin to feel that you were 
very much presenting one side, sir. 

Mr. Casey. Mr. Humphrey, in connection with Mr. Dingell’s ques- 
tion about the effect of the German submarines on our merchant fleet, 
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I think what he was referring to was the merchant fleet as it existed 
at the outbreak of World War II, December 1941. 

Mr. Humpurey. Oh, I see. I did not understand that. 

Mr. Casry. And, of course, we know that the real devastating effect 
that took place was during the year 1942. 

Mr. Humpnrey. Yes. 

Mr. Dinceii. And it was only when we started to build ships faster 
than they were being sunk that we were able to successfully carry on 
World War II. In fact, I think that General Eisenhower at that time 
said that the war was won the day that we started building ships 
faster than we were having them sunk. 

Mr. Humenrey. Of course, in terms of magnitude and requirements 
of this sort, the benefits of cargo preference themselves would be very 
small. I would feel that cargo preference was inadequate to meet 
requirements of this sort. And that would reinforce my feeling that 
direct subsidies are necessary if you are thinking of requirements of 
this sort. 

Mr. Casey. I do not want to get back to the direct subsidy with you. 
You have already indicated you do not know how it works. 

Mr. Humenrey. I do not recognize that. 

Mr. Casry. I would rather leave that to those experts Wio k 
how a direct subsidy works 

Do you know how much we spent building up that merchant fle 
during World War II? [think the tigure was $13 billion. 

In order to operate any kind of a fleet for war purposes we have 
s Dut of train 
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got to have available a nucleus not only of shi 


to serve as crews on the se ships. 

We< ertainl) cannot rely on foreign nations, however friendly they 
might be at t] 1e present time, to supply crews for our ships. 

I suppose you will agree with that as a matter of commonsense, 
would you not 

Mr. Humenr >. Yes, sir. 

Mr. Casry. So that im order to provide the necessary nucleus fron 
which to expand the operating personnel that is also a vital thing to 
take into account when we talk about the national-defense aspect of 
the merchant marine / 

Mr. Humrenrey. I stated that. 

Mr. Casry. And your approach to this entire subject is much more 
an economic approac ‘h than it is either a national-defense approach o1 
a shipping approach or an approach with a thorough knowledge of 
the shipping aspects of this problem. 

Mr. Humpnrey. It is professedly an economic approach modified 
by requirements for national defense. And I feel that there is a better 
way and a poorer way to meet the national-defense requirements. 

Mr. Divert. As a matter of fact, I believe you testified this morn 
ing somewhat to this effect, and I hope you will stop me if I am in 
error, sir, that you did very little discussing with people in the mari 
time industry at the time you compiled this study. Is that not a 
fact, sir? 

Mr. Humrnrey. On the effects of cargo preference. 

Mr. Dincetx. You had no discussion with people in the maritin« 
industry then on cargo preference at all 4 

Mr. Humpnrery. “No” would be too strong. But I went into that 
not intensively. 
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Mr. Dinceii. Actually you wrote then what was, in effect, a study 
which ignored entirely the views of the people who were most inti- 
mately concerned with the cargo preference law. Is that not a fact, sir? 

Mr. Humenrey. Well, I thought their views on that were obvious 
since we have had cargo preference e and that they were not relevant to 
my conclusions. That is the reason I did not go into that. 

Mr. Dineeti. You regarded their views as entirely irrelevant to 
your treatment of the question of cargo preference ? 

Mr. Humrnrey. Yes; as to my policy conclusion. 

Mr. Casry. Mr. Humphrey, admittedly the study that you made in 
this book is now 5 years out of date, we might say. In other words, 
it was written in 1951. It was with reference to the situation as 
existed in 1951. 

Mr. Humpnurey. Some of the specific figures that I cited are out of 
date. I gave the reasons wh y they wo ule change. 

Those specific figures do not alter the conclusions, I believe. 

Mr. Casey. I know, but cargo preferen ‘e might conceivably might 
not have been necessary for national-defense pur pe ses or for any pur- 
poses, for that matter, in 1951, and. conceivably, by the same token, 
might be absolutely essential today. 

Mr. Humpurey. That is 1 ight. 

Mr. Cassy. So I think that we have been sitting here listening for 
2 weeks to witnesses, and, for the most part, opponents of this legis- 
lation, and we really have an unfair advantage, I think, insofar as 
you are concerned because we have been listening to the prese nt situa- 
tion whereas your views have reference to a situation which existe: 
o vears ago. 

Mr. Humpnrey. No. My views regarding cargo preference I do 
not think have reference to the situation that existed 5 years ago. 

Mr. Casey. In other words, you would be against cargo preference 
no matter how essential it was even for national defense purposes ¢ 

Mr. Humeurey. No, I did not say that 

Mr. Casey. Suppose cargo preference was necessary for national 
defense purposes ? 

Mr. HumMPurey. If it was necessary I would be for it. 

Mr. Casry. Then, of course, in order for you to p roperly appraise 
the situation you really should have the benefit of the record that is 
being made at the present time before this committee. 

Mr. Humenrey. That would be a great help, certainly. 

Mr. Casry. Would you care, after you have had an opportunity 
to read the record of these hearings, to advise the committee in writing 
as to whether or not there is anything in the record that affects or 
alters your views in any way? 

Mr. Humrnrey. I would be very glad to if you will invite me to. 

Mr. Casry. Thank you, sir. 

Mr. Dineen. As a matter of fact, professor, is it not a fact 
that your work on this subject really is now a historical treatment 
and not a current aid or tool for economic study? Is that not a fact? 

Mr. Humrnrey. There are 2 parts of my work. 

Mr. Dineext. As a practical matter today it has become a historical 
study whereas it previously was a tool for economic work. Is that not 
a fact? 

Mr. Humpnrey. I could not agree that, as a practical matter, it has 
become historical. 


‘ 
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Mr. Dinceru. It is 5 years out of date, though. 

Mr. Humpnrey. Some of the figures are. And I noted at the time 
that they would be, and the reasons they would be. 

Mr. Dinceii. Now, Professor, you mentioned down here on the 
bottom of page 3 of this chapter that: 


The combined result of discrimination and direct subsidy was to create an 
American fleet substantially larger than was necessary in peacetime to carry out 
the objective of hauling a substantial part of our commerce on its essential 
trade routes in American ships. 

And then to that you appended a footnote which said: 


This information comes from “competent authority” that prefers not to be 
quoted. 

Now how is this committee going to rely on a competent authority 
who refuses to be quoted ¢ 

Mr. Humenrey. I think you can. 

Mr. Dinceix. You think. 

But, of course, the committee has to ascertain those facts for itself. 

Mr. Humenrey. True. 

Mr. Dineeii. Will you go so far as to tell us in what line of busi- 
ness that competent authori ity was? 

Mr. Humpnrey. Competent authority there referred not to one 
person but to a number of people. And, as a matter of fact, I inter- 
viewed so many people and took so many notes during that period 
that I would not be at all sure as of now. 

Mr. Dincex.. Is it not a generally practical statement to say that 
someone who has something “good to say can generally say it without 
having to hide behind the cloak of anonymity ? 

Mr. Humpnurry. It is a good general statement. But, as you indi- 
cated, in other matters there are exceptions to good general statements. 

The CuarMan. Will you excuse me just a minute / 

Mr. Dineet. Certainly, Mr. Chairman. 

The Crairman. You listened to Mr. Ward’s testimony this morn- 
ing ¢ 

Mr. Humpnrey. Yes, sir. 

The Cuarrman. He is a representative of the chamber of commerce 
and assistant vice president of purchasing and transportation of the 
Olin-Mathieson Chemical Corp. 

Would you say that he was competent authority ? 

Mr. Humenrey. With respect to a great many aspects of shipping 
and perhaps with respect to all of them. 

The Cuatrman. On world affairs today in commerce and shipping 
would you say he is a competent authority ? 

Mr. Humeurey. Mr. Chairman, I am very reluctant to make state- 
ments regarding the competency of a fellow witness. 

I would say this, that with respect to the effect of cargo preference 
on the sale of the exports of — American industries, including the 
export branches of agriculture, I differ very greatly from Mr. Ward, 
and I just don’t see how he can have taken that into account. 

The CuatrmMan. Just a minute now. 

He is dealing with agriculture. He is in a business that deals with 
agriculture, 

Mr. Humpnrey. I understood it was fertilizer. That is supplying 
agriculture. 
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The Cuamrman. You do not think that has anything to do with 
agriculture ¢ 

Mr. Humrurry. That is a supply to agriculture. That is not the 
sale of the products that the farmers produce. I was talking about 
the sale of-—— 

The CHarrMan. He testified—and you heard him testify—as to his 
knowledge of world affairs today. He is out in business. He travels 
around the world. 

With all due respect, you are confined to a college campus. 

And now I just asked you a question and it is a fair question to ask 
here. 

Would he be competent authority in his testimony, in your opinion ? 

Mr. Humpnrey. I do not believe I can enlarge on my statement, 
Mr. Chairman. 

The CHatrrMan. You said you don’t agree that—— 

Mr. Humpnrey. He would have great competence on a great many 
aspects of it. 

The CHarrMAn. On the subject we are dealing with. That is all. 

Mr. Humpnrey. I feel there are some aspects of it that he did not 
take into account. 

The CHatrMan. He is in commerce. He is in manufacturing. He 
is in shipping. He is an officer in one of the great institutions of 
America, the chamber of commerce of the United States. 

Mr. Humenrey. That is true. 

The CHatrman. Now then do you think that officials in those 
a se of commerce and public life and so forth that are selected 
by large corporations and large memberships could not be depended 
upon for competency ? 

Mr. Humpnurey. I think they have very great competency in cer- 
tain respects. But I have noticed the chamber of commerce has 
changed its position on vital legislation. I would hope they might 
change their position eventually on this point. 

Mr. Casry. Do you mean to imply that because you do not agree 
with Mr. Ward in some things that he is incompetent on that point? 

Mr. Humpurry. No, I do not. 

Mr. Casry. You do not question his competency, in other words, 
on all the matters he testified on, even though you do not agree with 
him. Can we not have two competent witnesses disagree on a point ? 

Mr. Humenrey. Certainly. 

Mr. Casey. Isn’t Mr. Ward an entirely competent authority in this 
field ¢ ; . 

Mr. Humenrey. I thought extremely so. 

Mr. Casry. Although you do not agree with him. 

Mr. Humenrey. That is correct. 

The Cuarrman. Did any part of his testimony change your views 
or have any bearing on your views at all? 

Mr. Humpnreey. It had a bearing but it did not change my views 
With respect to the substance of the issue. 

The Cuatrman. If the situation has arisen twice here in the United 
States that our foreign exports piled up on the docks and congested 
the docks with no bottoms to carry them abroad due to the lack of 
American ships, would that change your view any? 

Mr. Humpnrey. I would certainly think we ought to take steps to 
secure adequate shipping facilities for them. 


46S OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


The CuarrMan. I say if that happened twice would that change your 
view any. 

Mr. Humpnrey. If you mean would it change my views with respect 
to—— 

The Cuatmman. As to the necessity of our having active ships to 

‘arry on our national commerce irrespective of national defense. 

Mr. Humpurey. We have to have adequate ships. Butas to whether 
or not they should be American—— 

The Cuatrman. I asked you the question: when it happened twice, 
1 period for 3 years, would that change your views? 

Mr. Humpnrey. I think on the basis of that much information 
I cannot answer the question. 

The CHarrman. It is a lack of information as to that fact or of 
that situation. Is that it? 

Mr. Humpnrey. There is not enough information in the question 
to enable me to answer, sir. 

The Cuamman. Did you know that between 1914 and 1917 that 
our export commodities piled up on the docks here in America and 
we were unable to ship them abroad due to the lack of American-flag 
ships? 

Mr. Humenrey. Yes, I was aware of that. 

The Cuarrman, You knew that? 

Mr. Humpnrey. Yes, sir. 

The Cuatrman. You knew it happened in World War I? 

Mr. Homenrey. Yes, sir. 

The Crarman. And you knew that in the Korean conflict we had 
to break out 700 ships ? 

Mr. Humrnrey. A substantial number, I knew. 

The Cuatman. Yet, notwithstanding that, you do not think that 
we ought to require any amount of cargo that we give away or sell 
for soft currency beyond normal channels of commerce, we should 
not require a portion of it to be carried in American ships so that 
we can sustain an American merchant marine? 

Mr. Humpnrey. This is outside of and beyond security require- 
ments you are asking, sir? 

The Cuairman. Security requirements; I am not thinking about 
security requirements. I am thinking about the amount of cargo 
that is now on the high seas. 

You do not think we should require, under the conditions that the 
requirement is based on, a portion of it to be shipped on American 
ships ? 

Mr. Humpnrey. I believe that if the situation you describe pre- 

vails or threatens that we should certainly first ee to contract 
with foreign flags to provide adequate shipping service 

The CnatmrMan. Suppose we could not get them. 

Mr. Humrurey. That would alter my views if we could not. 

If we made an attempt—I do not mean an individual shipper— 
to make a contract 

The CuarrmMan. This is a national situation. That would not 
alter your views at all? 

Mr. Humpurey. I say if the United States Government attempted 
to contract with foreign flags to provide adequate ship services and 
was unable to succeed “it Ww ould certainly alter my views. 
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The Cuarrman. There were two periods that that situation oc- 
curred. 

Mr. Humpurey. I was not aware the United States Government 
undertook to make any long-term contracts with foreign fleets. 

The Cuamman. Don’t you know the United States Government 
is interested in its foreign exports? We have a department of 
(yovernment 

Mr. Humpnrry. Certainly it is interested in its exports. 

Thé Cuamman. That deals with that all the time. When the 
shipper cannot find bottoms to carry his products abroad he app yeals 
to the Commerce Department and the maritime industry to help. 
That has happened twice. 

Mr. Humenurey. I was not aware that in these periods the United 
States Government undertook, as I am suggesting, to make long- 
term contracts, 

The CuarrMan. Your entire conclusions were drawn from such 
reading as you desired to read; is that a fact ¢ 

Mr. Humpnrey. Well, and sueh—— 

The Cuatrman. It was not drawn from any practical experience ? 

Mr. Humpnrey. No. 

The CHarrman. In other words, I can say that you base your 
conclusions and the book that you wrote on theory and statistics, not 
on actual facts. 

Mr. Humpnrey. If you refer to the whole book, no. 

I conducted a great many interviews wit h—— 

The CHamman. I mean on this subject. I am only dealing with 
this subject in your book. 

So it is just a personal opinion and you have arrived at your con- 
clusions all based on what you have read and what other people have 
said. 

Mr. Humepnrey. And Government hearings, reports. 

The Cuatrman. Irrespective of the part of the hearings that is 
favorable to this ? 

Mr. Humpnurey. No, sir, not irrespective of. 

The Cuarman. We have had Agriculture, we have had the State 
Department, and we have had other witnesses. And as a proponent 
of 50-50 shipping do you know where we could get any finer a 
witness, any more substantial a witness than Mr. Ward? 

Mr. Humenrey. Well, I certainly think you should hear Mr. Ward 
and people like them. I should think you might hear others, too, 
as you have. 

The CuarrmMan. Suggest one or two to me. 

Mr. Humpurey. Well, in my field ? 

The Cuatrman. No. 

We did insist on you coming here, and we are going to pay your 
expenses here because I insisted on your coming. I think you repre- 
sent your field all right. 

But L ask you where I could find another witness of Mr. Ward’s 
type in business who would take your position. 

Mr. Humpnurey. I would anticipate that the agricultural organi- 
zations and the representatives of farmers and other export interests, 
if they understood this—and I believe that a good many of them do— 


tl hey would be unfavorable to cargo preference because it is contrary to 
ieir interests, 
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The Cuarrman. We have had several. We have had pro and con 
in that field. 

Mr. Humpurey. I have not had the benefit of hearing that testi- 
mony. As I say, I would anticipate that they would. 

The Cuamman. Would you think that the average agriculturalist 
who produces on the farm is as well posted in this as you are / 

Mr. Humrurey. No, I don’t believe he is. 

The Cuatrman. Do you think he is as well posted as Mr. Ward 
would be 4 

Mr. Humpurey. No, sir. 

The CuatrmMan. Do you think he is a well posted as the Chairman 
of the Maritime Board ¢ 

Mr. Humrpurey. No, sir. 

The Cuairman. Do you think he would be as well posted as the 
representatives of the national defense / 

Mr. Humpurey. No, sir. 

I believe, however, that he might have often a sense of his own 
economic interest and that this would lead to a different conclusion 
from these individuals and organizations that you have named. 

The Cuarrman. Mr. Dingell ? 

Mr. Dincetxt. Would you yield for just one quick question ? 

The Cuarrman. Go ahead. 

Mr. Dinceiu. Tell me, would you say that the National Grange 
would have the farmers’ interests at stake? 

Mr. Humpnrey. Yes. 

Mr. Dinceti. Would it surprise you if I were to tell you that the 
National Grange passed a resolution favoring this particular 50-50 
proposal with \ lich we are concerned ¢ 

Mr. Humenrey. No: it would not surprise me at all. 

Mr. Dineeti. Mr. Chairman, I would like to have that introduced 
into the record for the purposes of the hearing. I believe there is a 
gentleman here who has a copy of it, which we can get. 

Mr. Casry. I would be glad to read it into the record if you have 
acopy of ithere. I was trying to find it myself. 

Mr. Dincetu. Is there a copy in the committee room ? 

Mr. Arvin Suaprro (Washington representative, American Mer- 
chant Marine Institute). Not at the moment. 

Mr. Dinceiti. Would you gentlemen make it your business to get it 
tor the committee / 

Mr. Suaprrro. Yes. 

Mr. Dinceti. You have chosen and set up an anonymous person 
here as competent authority without caring to name him. 

Mr. Humenurey. That is my responsibility. I will take the respon- 
sibility for that. 

Mr. Dinceixt. Yet you refuse to concede that a man of Mr. Ward's 
experience is a competent ney ity. Is that right? 

Mr. Humpnrey. No, sir; I did not refuse to concede that at all. 

Mr. Drxceit. Will you deny that he is a competent authority 
then / 

Mr. Humpurey. No, sir. 

The CHairMan. Let me interrupt. 

Why would the authority on which you base some of your conclusions 
be a secret / 





ions 
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Mr. Humpurey. Mr. Chairman, I do not know that I based my con- 
clusions on that authority. I based certain facts. I did not ask and 
I am not sure why they would not wish to be quoted. I can only sur- 
mise. 

The Cuarrman. It would not get him in any difficulty; would 
it? 

Mr. Humpnurey. I can surmise that it might. I can surmise that 
he might have looked forward to employment by some of these agen- 
cies that would have very sharply different views, and he might be 
afraid that it would affect his chance for a job in such an agency. 
This isa surmise. I did not inquire. 

There are other reasons, too, that I can imagine or I can sur- 
mise. 

The Cuamrman. This is a subject on which you have a right to your 
opinion and everybody has a right to an opinion on. I cannot for 
the life of me understand why you would say that any person that 
you received information from should want to keep it a secret. 

Mr. Humpnrry. Mr. Chairman, that happens very frequently, not 
only in the case of shipping but in the case of business organizations 
where there are people who favor protection. I have run into it quite 
a few times. 

The Caairman. Do you know who these people are at the present 
moment ? 

Mr. Humpnurey. I do not remember accurately enough to be able 
to testify at the present moment. 

As I say, I had interviews with several hundred people and made 
notes, and took a note of whether or not they wanted to be quoted or 
did not care or preferred not to be quoted. T had a large file of that. 

The CHatrman. I would be inclined to discount your testimony 
and the statement in your book considerably if you are dealing with 
some secret agents. 

Mr. Humpnrey. There are no secret agents about it. 

The CHarrman. Underground people to whom you could not refer 
so they could be identified. 

Mr. Humpurey. [ can quite understand your reaction, sir. You see 
this particular sentence was not written with the thought that it might 
influence this committee. If it had been I would have documented it 
much more fully. 


The CHatrman. Of course, your book was published when the sub- 
ject was warm. 

Mr. Humpurey. That was purely by accident that it took so long to 
get the mechanics of publishing resolved. 

The CHatrrman. Mr. Dingell? 

Mr. Dineeti. Thank you, Mr. Chairman. 

You say that a large American merchant fleet is a drain on our re- 
sources in this country. Independent of other factors, though, is 
it not a fact that tramp rates are practically competitive with foreign 
tramp rates and that for all intents and purposes American liner 
rates for cargo are equal to other countries’ liner rates? Is that not 
a fact, sir? 

Mr, Humepurey. Mr. Dingell, if, independent of other factors, the 
things you state are correct, then the American merchant fleet needs 
no subsidy or cargo preference. 
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Mr. Dincetu. We are pretty well decided that it needs a subsidy. 
What I want to do is to establish that because of this subsidy it is 
just about on a competitive basis with the foreign carriers. 

Mr. Humpnrey. But not sufliciently so, without subsidy, to give us 
enough American fleet to haul a major part of American shipping. 

Mr. Dincett. Tell me this, sir: Are you familiar with the amount 
of American exports and imports during the years 1953 and 1954? 

Mr. Humpnaiy. I have been over them a great many times, but I 
do not know as I could quote them. I could not quote them at the 
moment. Our exports are in the neighborhood of 16 or 17 billion 
dollars, and your imports have been running about $414 billion less. 
That is a rough order. 

Mr. Casey. Might I ask something concerning your question, Mr. 
Dingell ? 

Mr. Dincett. Surely. 

Mr. Casey. I believe you said that you were aware of the fact that 
in the liner services the rates are subject to conference agreements in 
which they are generally the same whether it is American or a foreign 
competitor. This is not true, of course, in the tramp trades. 

Mr. Humpnurey. Yes; I understand. 

Mr. Casey. But then you volunteered the information that, while 
they were competitive, they were not competitive enough to enable 
us to carry a substantial part of our cargoes. 

Mr. rw MPHREY. Yes, sir. 

Mr. Casey. Do you know, insofar as the liners are concerned, or 

can you give us any explanation as to why we are not able to carry 
more of our American commerce if we have the same rates as the for- 
eign carriers ? 

Mr. Humreurey. I can only advance possibilities, things about which 
T would not be certain. 

One would be the discrimination against American shipping on the 
part of others. ‘Two would be the high cost of construction which 
would limit building if they cannot get, or as many of them cannot 
get subsidies or cannot get as much subsidy as they would need for 
building. And three might be that they were unable to expand their 
shipping on as pr ofitable a basis as it exists at the present. And four 
would be the possibility that this shipping may not be profitable 
enough to encourage them to maintain even this amount. 

Mr. Casey. Most of those possibilities are possibilities that you 
certainly have thought up theoretically because it indicates that you 
do not know the present situation so far as the subsidized fleet is con- 
cerned. 

Mr. Humpnrey. I did not pretend to. 

Mr. Casrey. You do not know whether we have all of the ships that 
we can economically operate on the particular 31 essential trade routes 
that we now have. In other words, you do not know whether there 
is any room for expansion on those ‘trade routes as far as American- 
flag ships are concerned. 

“Mr. Humpnrey. I would think, unless you mean something very 
special by room for expansion, I would think it was obvious there is 
room for expansion from the proportion of business that they are 

arrying. That i is what I meant. 

Mr. Casey. I know that is what you meant. But E do not think it 
logically follows because of the fact that with the exchange restric- 
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tions and so forth the evidence has been that they would be fighting 
for the same cargo and that they would be going half loaded instead of 
fully loaded. 

Mr. Humpurey. I mentioned discrimination. 

Mr. Casey. I know, but you did not mention it as to the essential 
part that it plays in this picture. 

Mr. Humpurey. I believe, Mr. Casey, it was the first item I men- 
tioned. 

Mr. Casey. That is right. 

The other items you mentioned have no bearing, as I understand the 
picture. 

Mr. Humpurey. I told you I could indicate possibilities, and I 
indicated that as the first one. 

Mr. Cassy. They are just guesses, though. You don’t know the 
situation. You are just putting up something that looks as if it 
might be a logical reason. 

Mr. Humpnrey. That is your language, and not mine. 

Mr. Casey. Would you agree with it? 

Mr. Humrenrey. No,sir. Discrimination obviously was not a guess. 
I referred to it in my initial statement. I say a great deal about it 
in my book. 

Mr. Casry. By the way, do you think that it is unfair to your book 
to take this particular section of five pages on shipping out of context ? 

Mr. Humpurey. Yes, somewhat. 

Mr. Casey. It is not unfair so far as the shipping aspect is con- 
cerned, is it ? 

Mr. Humpnrey. I don’t object to it. It is the sort of thing that 
one has to expect. 

Mr. Casey. I want to be perfectly fair with you right now. 

Do you think it is unfair to take these five pages out of context 
insofar as the shipping aspect of your book is concerned ? 

Mr. Humenrey. That is a difficult question. But, everything con- 
sidered, I do think it is somewhat unfair because one of the notable 
things of my book is that I believe, more than any other economist 
who has written extensiv ely on the subject of American imports, I 
gave exceedingly sympathetic consideration to the American import 
industries that ‘are injured by foreign competition. And this tone 
prevails through the book. 

An unfortunately, it seems to me now, in cutting down the book 
I did not get that into the five pages on shipping. It represents part 
of my view. 

That would have been the comment I made. 

Mr. Casey. You came here with a prepared statement of 2 pages 
that, in my opinion, is not radically different from the 5 pages read 
out of your book. 

Mr. Humrurey. Yes. 

Mr. Casey. So certainly if there was any unfairness in the 5 pages 
we read you yourself have contributed to it by coming in with 2 pages 
of prepared statement along the same vein. 

Mr. Humpenurey. That is your testimony and you are entitled to it. 

Mr. Casey. It looks like we cannot get agreement on anything. 

The Cuatrman. Mr. Dingell? 

Mr. Dineen. Thank you, ie Chairman. 
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Professor, I hope you don’t think I am to rough on you, but we are 
trying to get the fullest light possible on the subject. 

“Mr. Humeurey. C ertainly. 

Mr. Drncexxt. Tell me this: You stated, in your response to Mr. 
Casey’s questions, that you gave very sympathetic treatment to United 
States importers who were being hurt by foreign competition. 

Mr. Humpnrey. United States what? I did not hear the word. 

Mr. Dincet. I will repeat the question. 

You stated, in answer to Mr. Casey’s question, that your book gave 
very sympathetic treatment to United States importers who were 
hurt by foreign competitors. 

Mr. Humpnrey. Import-competing industry. 

Some people might think by importers that we meant the import- 
ing agent. 

The import-competing industries. 

Mr. Drxcevt. When an import-competing industry cannot, let us 
say, operate economically or its costs are higher or it has to charge 
more would it not be fully in conformity with your theory that that 
particular industry should be discarded ? 

Mr. Humeurey. It would be liquidated by free-world competition. 

And my sympathetic consideration was that we should take means 
to assure that this happens only slowly and not more rapidly than 
men and capital in these industries are shifted to more profitable 
employment in other industries, including the export branch, that 
would expand. 

Mr. Drngevi. Controls and restrictions would be necessary to 
effectuate that end? 

Mr. Humeurey. For the purpose of transition: yes, sir. 

Mr. Dinee.t, Then you are not against restrictions and controls 
where the immediate end overrides the long-term perfection of the 
theory ¢ 

Mr. Humpnrey. I am terribly sorry, but I just could not accept 
that broad a generalization. 

What I said was 

Mr. Dincew. Isn’t that a fair statement ? 

Mr. Humpnrey. May I finish ? 

What I said was that during the period of transition while an 
import-competing industry is being curtailed and contracted, and, 
correspondingly, the export branches are expanding, that I would 
favor legislation to make sure that this takes place slowly and that the 
readjustment and dislocation is no more severe than is necessary to 
assure that these workers and this capital and the injured industry 
have an opportunity to and do find reemployment in competing Amer- 
ican industries where the return is higher. 

Mr, Dincetx. As a practical matter—and I want you to understand 
that I am in no wise opposed to the tobacco industry or tobacco grow- 
ing, and, as a matter of fact, I realize they are a very import: unt seg- 
ment of our economy, but, as a practical matter, the American tobacco 
growers exist very largely because of Government subsidies, much the 
same as many other segments of agriculture. Is that not a fact, sir’ 

Mr. HumpHrey. They have acreage restrictions, but I would not 
want to accept that without some modification or explanation. 

The tobacco industry, in terms of acreage, has been contracted pretty 
rapidly in recent years. And, asa matter of fact, in the whole of the 
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Southern States, the 14 States from the Potomac to the Rio Grande, 
in about a 19- or 20-year period, 40 percent of the population in agri- 
culture moved off the farm. There is a very rapid readjustment, more 
rapid than most industries that I know of. And because of these very 
severe dislocations I think it is fair to ameliorate the situation with 
some controls. But fewer controls would be necessary if we did not 
encourage others to try to raise tobacco in Canada by denying them the 
privilege of earning American dollars carrying American goods. 
That is my whole point. And I would insist that that is not only a 
theory. This is one of the basic facts of life. 

Mr. Dineeitxt. Mr. Chairman, I want to apologize to you, sir, and 
to the committee, for the time I am taking. 

The Cuatrman. I think we are going over. 

Mr. Dinceti. May I have leave ‘to finish r: apidly ? 

As a practical matter, Mr. Humphrey, in the completion of your 
study on shipping and foreign trade, generally, you never interviewed 
any of our military or naval people, did you, sir? 

Mr. Humpnrey. In formal interviews, no, so far as I can remember. 

Mr. Drnceti. So your book, then, was compiled without the benefit 
of their guidance; is that not a fact, too, sir? 

Mr. Humpurery. No; they had testified before the committees, and 
I had other documents and papers setting forth their views 

Mr. Dincetxi. You did not disregard their views for the same rea- 
son that you disregarded the views of the maritime people? 

Mr. Humpnrey. I am afraid I do not know what you mean by that. 
I didn’t disregard the views. 

Mr. Dineceiy. You told us that you never bothered to interview the 
maritime people. 

Mr. Humpurey. I didn’t disregard their views. I knew their views 
on the points I was interested in. 

Mr. Dinceti. Are you satisfied that there may be some possibiilty 
that you did not know their views the way you gave us to understand 
earlier ? 

Mr. Humpnrey. Not with respect to cargo preference. 

Mr. Dincetn. Now, your book here tells us that during World War I, 
of course, we engaged in very extensive building; is that not a fact, sir? 

Mr. Humenrey. W ell, we attempted to. My memory, which m: Ly 
be a little vague, is that it was slow getting under way. 

Mr. Drnceiti. We had approxim: ately 2 2 years to build, and durino 
that time we completed one-sixth of our fleet i in time to see any service 
at all during the war; is that not a fact, sir? 

Mr. Humpurey. Something like that. 

Mr. Dineen. And during the Second World War it took us almost 
an equal time to get going on fleet building, did it not? 

Mr. Humpnrey. I think we got a much larger proportion of our 
objectives completed. 

Mr. Drnceti. Because we had a longer war. 

Mr. Humenrey. Yes. 

Mr. Dincetx. So, in effect, it takes some time to build'a fleet and 

get a fleet operating; is that right ? 

Mr. Humpurey. It certainly does. 
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Mr. Drxcevx. And your study here, of course, makes no considera- 
tion of the time lag between the need and the actual floating of the 
vessel ; is that not right, sir? 

Mr. Humpurey. No; that is not right. It does take adequate 
account of that by the repetition and the insistence which I have given 
here today that we should have a fleet that is adequate to the extent 
that the Congress is willing to appropriate moneys for it. 

Mr. Drxcett. Now, you make the assumption in your testimony 
today and in the segment of your book that was read to us that foreign 
countries can earn dollars by carrying the cargoes which we sell to 
them under title 1; is that correct, sir? 

Mr. Humpnrey. I don’t think I dealt with title I in my book. 

Mr. Dinceii. Would you say that was correct as a general proposi- 
tion, that by carrying title I goods, foreign countries could pick up 
dollars ¢ 

Mr. Humpnrey. I am a little confused at the moment now as to 
what all would be covered or not by title I. I make this general state- 
ment that they can earn dollars carrying American goods. 

Mr. Drnceti. But, like general statements made in other circum- 
stances, it is open to the exceptions, too ? 

Mr. Humpenurey. Certainly. 

Mr. Drncetx. As a matter of fact, only 2.3 percent of the curren- 
cies earned by sales of title I goods go to the expansion of markets 
within those foreign countries; is that not a fact, too, sir? 

Mr. Humenurey. I wouldn’t know how you got that percentage. 

Mr. Dinceit. That happens to come from the President’s report on 
the subject. 

Let me go on here and ask you this question, sir. Are you aware 
that, under title I, the Federal Government pays 50 percent of the 
cost of carrying on American bottoms? Are you aware of that fact? 

Mr. Humenrey. Is it 50 percent of the cost? 

Mr. Dincetx. That is right. 

Mr. Humpnurey. I must have been over it, but I have forgotten at 
the moment that it works just that way. 

Mr. Dincer.. That is correct, is it hot, Mr. Chairman ? 

Mr. Casey, is it not a fact that, under title I where cargo preference 
is applied, our Government pays 50 percent of the cost of carriage of 
those goods? 

Mr. Casry. Yes. 

Mr. Humeunrey. 50 percent of the cost? 

Mr. Casry. We pay for the transportation on the American ships 
that carry goods. 

Mr. Humpnrey. That is not paying 50 percent of the cost of ship- 
ment, is it, Mr. Casey ? 

Mr. Drncewt. Let us say that for each American ship that carries 
cargo to Europe under the cargo-preference law, 50 percent of the 
cost of that cargo is carried by the Federal Government. Are you 
aware of that? 

Mr. Humpurey. I don’t understand for sure that that is the case 
even now. 

Mr. Drncetu. We have the word from Mr. Casey and from wit- 
nesses. Would you say that that is a discriminatory practice? 

Mr. Humrnrey. That cargo preference is a discriminatory practice? 
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Mr. Drneett. Would you say that when our Government pays 50 
percent of the cost of carriage that it is a discriminatory practice ¢ 
Is it a discrimination against the American people, would you say, 
who pay that 50 percent? 

Mr. Humenrry. It is against foreign shippers who must compete 
and are entitled to this payment. 

Mr. Drveerx. Let us wind this up, sir, if I may have your permis- 
sion. In general, your study is based upon broad economic theory ? 

Mr. Humpurey. Part of it is and part of it is based on detailed 
information. 

Mr. Dincetx. As a matter of fact it is based very little on and prac- 
tically none on your own practical experience as a shipper or a trader 
on the world market, is that not a fact, sir ? 

Mr. Humpnrey. That is true. 

Mr. Drinceti. And it is good, best perhaps as a general guide to 
general principles, is that not a fact, sir # 

Mr. Humpurey. I would hope that it is good for that, but I believe 
that it is good for more, too. 

Mr. Dincett. And those broad general principles, of course, are 
subject to the same exception to which any other broad general prin- 
ciple would be subject, is that not a fact, because of certain changing 
and narrowing circumstances which may arise, is that a fact? 

Mr. Humrnrey. Broad principles are subject to exceptions, and I 
make a great many of them in the book. 

Mr. Dincett. Thank you. I have no further questions. 

Mr. Casry. Mr. Humphrey, you have repeatedly said in your state- 
ment that we should have as large a merchant marine as the C ongress 
will appropriate money for after sifting through the budgetary 
process, and so forth, and analyzing our other defense needs? 

Mr. Humpurey. Yes. 

Mr. Casey. Which part of the present transportation charges under 
the 50-50 legislation do you feel that Congress does not directly 
appropriate ¢ 

Mr. Humpurey. Congress directly appropriates all moneys, ob- 
viously, but they don’t appropriate the money directly to shipping in 
this case. 

Mr. Casey. That isright. Now, that is the crux of your argument? 

Mr. Humenrey. That is the crux of it, sir. 

Mr. Cassy. Of course, it is the same Government. Whether we 
appropriate it to the shipping people or appropriate it to the Com- 


modity Credit Corporation to pay the shipping people, it comes out 
of the same pocket ¢ 


Mr. Humenrey. Absolutely. 

Mr. Casey. And there is no secret about the fact that we do pay : 
differential to the American tramps, in order to put them on a basis 
where they would still be able to operate, under the 50-50 legislation ? 

Mr. Humenrey. No; there is no secret about it. 

Mr. Casry. The testimony here has been that for the year 1955 the 
differential amounted to $3 million out of a total, I believe, of some 
$769 million, which was spent under title I of Public Law 480. Is it 
that $3 million that you are beefing about, so to speak ? 

Mr. Humpnrey. The benefits which the American fleet have derived 
from the application of cargo preferences are, I am reasonably confi- 
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dent, far more than $3 million. Now, you have limited it to the tramp 
fleet and a specific law. 

One of the things that I would, as you say, beef about, might well 
be that this is too small and that the objection to this method of 
appropriations to cargo preferences that, because it is tied into other 
legislation, it may well be smaller than we should have as well as 
larger, th: at there is no very close correlation between appropriations 
to dispose of agricultural surpluses and foreign aid, and the needs for 
an American merchant fleet. It may result in something larger or 
smaller than we would have gotten by the direct approach. That is 
my beef, sir, to use your word; but I don’t come here, you understand, 
except by you gentlemen’s request. 

Mr. Casey. And we would not have had you here except for you 
writing this book, and, in fact, the purpose of having you here is to 
examine you on aspects that you did not consider in expressing the 
views that are contained in this book. 

Mr. Humpurey. Oh, I am very happy to be here at your request. 

Mr, Casey. I have no further questions, Mr. Chairman. 

The Cuarrman. Did anyone else in your vocation write on this 
subject ? 

Mr. Humrnrey. Anyone else in my vocation / 

The CHarrMan,. Yes, sir. 

Mr. Humrnrey. Yes, sir. There is a study, much more recent than 
mine, published by the University of Princeton Press last year. While 
I hate to characterize other people’ s work, I believe it would be fair 
to say that he comes substantially to the same conclusion that I do, 
and that his language in objecting to the principle of cargo preference 
is stronger than mine, and I think this would be typical of economists 
or of almost anyone well versed in the benefits of international trade. 

The CuatrmMan. He was also more capable to testify and to write on 
this subject than Mr. Ward: was he? 

Mr. Humrurey. I. didn’t say that, sir, and I wouldn’t make such 
comparisons, 

The Cuairman. I have a great respect for your title but, as a prac- 
tical application, does theory work more often in practical applica- 
tion than it does in discussion ? 

Mr. Humpurey. Mr. Chairman, I believe that the substance of the 
conclusion is substantially the same as that of the Gray report, of 
the Bell report, and of the Randall Commission. 

The CuarrMan. Yet business people say differently. 

Mr. Humrurey. Yes, sir. 

The Cuarrman. Thank you very much for coming here. 

Mr. Humenrey. Thank you, Mr. Chairman. 

The Cramrman. Your expenses will be paid. 

Mr. Humenrey. Thank you, Mr. Chairman. 

The CuHatRMAN. You will see the clerk to the committee and file an 
expense voucher. 

The committee will adjourn until Wednesday at 10 o’clock. 

(Thereupon, the committee ae at 3:45 p. m. to reconvene at 
10 a. m., Wednesday, February 15, 1956.) 
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OPERATION AND ADMINISTRATION OF CARGO 
PREFERENCE ACT 





WEDNESDAY, FEBRUARY 15, 1956 


Hovuse or REPRESENTATIVES, 
CoMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10:15 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The Cuatrman. The committee will be in order. 

Before hearing the first witness, we have a letter from the National 
Farmers Union on the subject before the committee. I will ask Mr. 
Casey to read the letter into the record. 

Mr. Casey. The letter is addressed to Chairman Bonner: 


NATIONAL FARMERS UNION, 
Washington, D. C., February 13, 1956. 
Hon. HERBERT C. BONNER. 

Chairman, Committee on Merchant Marine and Fisheries, 

Old House Office Building, 

Washington 25, D. C. 


DEAR CONGRESSMAN BONNER: National Farmers Union is deeply appreciative 
of your interest and concern for farmers’ welfare. Specifically, we want to 
thank you for your support of H. R. 12 last year. We know, of course, that you 
represent a district in North Carolina where farming is the source of livelihood 
of the majority of your constituents. We know, also, that you, as chairman 
of the Committee on Merchant Marine and Fisheries, have a strong interest in 
the welfare of merchant seamen and that you are personally devoted to the 
principle that the United States must have a strong merchant fleet both from 
the standpoint of maintaining the growth and expansion of our agricultural 
and industrial economy and from the standpoint of national defense. 

Sharp curtailments in agricultural production adversely affect United States 
farm families just as cutbacks in agricultural exports adversely affect the 
merchant marine. Stated another way, United States farmers look to ocean 
transport to maintain a high level of agricultural commodities moving in inter- 
national trade with speed and efficiency. We believe that one of the ways to 
maintain speed and efficiency in the merchant marine is to preserve the 50-50 
principle as now applied to agricultural commodities shipped under Public Law 
480 and the mutual security program. In our opinion, the application of the 
50-50 provision of Public Law 664 has not been contrary to the interests of 
agriculture. 

The 50-50 principle gives cognizance to the need for maintaining an adequate 
fleet of United States bottoms. Without the provision of law assuring United 
States bottoms 50 percent of United States cargo generated under Public Law 
480 and the mutual security program, literally hundreds of ships would be idled. 
We do not believe that this is in the interest of farmers or in the interest of 
maintaining our econome growth and development. 

We call attention to provisions of Public Law 664 which clearly state that the 
50-50 principle applies only if United States bottoms are available at fair and 
reasonable rates. Charges made in the past respecting the shortage of United 
States bottoms to adequately move agricultural commodity shipments under 
the 50-50 principle were proved false in hearings last year. 
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We believe that a strong United States merchant marine is indispensable to 
the farm families of this country. We, therefore, fully endorse and support the 
50-50 principle of cargo preference as provided for in Public Law 664. 

We have stated the pe of National Farmers Union on the Senate Agri- 
culture Committee bill, 3183, in a letter to all members of the United States 
Senate. You will be seaeseana that we are urging the elimination of section 307. 

I respectfully request that this letter be made a part of the record of hearings 
on the 50-50 statute (Public Law 664). 

Sincerely, 


(s) John A. Baker, 
JoHN A. BAKER, 
Assistant to the President. 


The CuHatrman. The first witness this morning is Mr. Cocke. 


STATEMENTS OF ALEX C. COCKE, VICE PRESIDENT; AND THOMAS 
BARTLE, LYKES BROS. STEAMSHIP CO., INC. 


Mr. Cocke. My name is Alex C. Cocke, and I am vice president in 
charge of traffic, Lykes Bros. Steamship Co., Inc. I have been in the 
steamship business since 1919, all with American-flag shipping; first 
with the United States Shipping Board and its successor s—1919-29, 
and with private American-flag lines thereafter. 

Under operating-differential subsidy agreements with the Federal 
Maritime Board, Lykes owns and operates 54 American-flag vessels 
(51 C-types and 3 Victorys) on the following 5 essential trade 
routes: 

Trade route 19, United States Gulf-Caribbean services. 

Trade route 21, United States Gulf-United Kingdom-Continent- 
Baltic-Scandinavia. 

Trade route 13, United States Gulf and South Atlantic Ports-Medi- 
terranean, Adriatic and Black Sea ports. 

Trade route 22, United States Gulf-Far East, including Straits Set- 
tlements (Malay States and Indonesia). 

Trade route 15 (b), United States Gulf-South and East A fric: 

Our company and its predecessors have offered service from United 
States gulf ports to the principal areas involved since 1919. 

We wish, Mr. Chairman and members of your committee, to ex- 
press our appreciation for the invitation to appear before you and 
discuss Public Law 664—Cargo Preference Act—which assures 
American-flag vessels of 50 percent of the cargo financed, directly 
or indirectly, by our Government. This law has not resulted in an 
unfair advantage for United States ships; it has resulted in a jus- 
tifiable apportionment of this traflic, which is not commercial cargo 
in any sense of the word. 

The target of our company has always been to secure 50 per- 
cent of the traffic moving in our trades, but except in a few instances, 
this has not been obtainable, due to instructed routing of foreign 
consignees and foreign governments, currency exchange difficulties, 
et cetera. 

I have read with a great deal of nee the very fine statement 
made before your committee, on February 9, by Mr. Donald Ward, 
assistant vice president, Olin Mathieson C hemical Co., speaking for 
himself and for the United States Chamber of Commerce. I whole- 
heartedly endorse Mr. Ward’s remarks, and wish to further state the 
American-flag regular liner operators have seen to it that freight 

rates have been kept on a reasonable and equitable basis at all times, 
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and particularly when space was exceedingly tight, charter rates 
high, as during the Korean conflict, and at times when there were 
exceptionally large movements of relief goods in late 1950, 1951, and 
1952. We have been commended by the ECA-MSA and Federal 
Maritime Board for this. I have no hesitancy in saying that, if 50-50 
is repealed, freight rates will increase immeasurably, “and carryings 
of American-flag berth vessels will descend to a new low. 

We have carefully reviewed the testimony and discussions of the 
Department of Agriculture, International Cooperation Administra- 
tion, and American Farm Bureau Federation witnesses appearing 
before your committee, and it was made clear that they support a 
privately owned American merchant marine. At the same time, they 
advocate the repeal of 50-50 cargo legislation. This position is alarm- 
ing to our industry, for our ships must have cargo. Our Government 
cannot sustain an American merchant marine sailing the seas in bal- 
last. It seems that our friends acknowledge the importance of an 
American merchant marine but emphasize that we must look to others 
for our cargo support. We would find it most difficult, if not im- 
possible, to offer service to Norway, Denmark, and Sweden were it 
not for the traffic directed to us either by 50-50 cargo legislation or 
military traffic directed in our care by the Military Sea Tr anspor- 
tation Service. From January 1, 1954, through September 30, 1955, 
Lykes had over 130 sailings on .trade route 21 (U. S. Gulf-United 
Kingdom-Continent-Baltic Scandinavia), of which only 13 sailings 
were favored with cargo to Baltic and Scandinavian ports. For these 
sailings we obtained Serene 21,000 tons. Of this total, 
percent was commercial, 7 percent military and 91 percent was aid 
cargo of one type or another on which 50-50 cargo legislation applied. 

During this same period, January 1, 1954, through September 30, 
1955, Lykes performed in all of its services 473 berth voyages. On 
these sailings approximately 24 percent of our gross revenue came 
from so-called aid or financed ‘argo on which 50-50 cargo legislation 
applied. 

Mr. Chairman, right there I would like to say that that 24 percent is 
an overall figure of all of our sailings. Included in those sailings 
were sailings to south and east Africa, to which countries there has 
been no 50-50 cargo shipped in several years, and also applicable to 
the West Indies where the 50-50 doesnt’ amount to a great deal: so 
that in many of the trades the percentage exceeded 24 percent. Asa 
matter of fact to continental Europe it was much in excess of 24 per- 
cent to the Mediterranean it was in excess of 24 percent and to the Far 
East it was in excess. 

We have in large measure maintained pleasant and equitable rela- 
tions with our fr iendly maritime nations and their merchant marines 
with whom we compete. As an example, we have a pooling agreement 
with the Harrison Line, the historical British line from the gulf to 
Liverpool-Manchester. This agreement dates back to 1932. Since 
World War II, two other British lines have come into the gulf and, 
as a result, we are not now carrying 50 percent of this particular 
traffic. Much British Government c argo is instructed for British-flag 
vessels, and when there was only one British line, our pooling agree- 
ment was an instrument assuring equitable cargo division. However, 
with stepped-up British competition, it means most of the cargo con- 
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trolled by the British will be divided mainly among the British lines, 
even though our service generally is more frequent. 

I might add there that up to a year or so ago cotton was the most 
important commodity from the gulf to Liverpool- Manchester. At 
that time cotton was controlled and bought by an agency of the British 
Government known as the British Raw Cotton Commission. That 
Commission, a British Government agency, saw to it that the business 
was divided between a British line and the American line operating 
in that trade. We secured 50 percent of the traffic allocated by the 
British Government itself through this particular agency. 

On the other hand, there were other British agencies which did not 
divide their cargo 50-50, such as lead, zinc, and steel; but, generally 
speaking over the years, I can say that our treatment by the British 
has been fairly good. 

Our relations with the Creola Line, the historical line to Italy, the 
French Line to France, the German lines to Germany, and others, 
have been good, but if 50-50 is repealed, our efforts to continue our 
competitive position will be most difficult, especially during the period 
of aid programs, which are negotiated on a gover nment-to-govern- 
ment level. 

In this connection, the division of aid cargoes—thanks to the 50-50 
cargo legislation—is policed, so to speak, by the transportation divi- 
sions of the Department of Agriculture, International Cooperation 
Administration and Federal Maritime Administration. These trans- 
portation agencies make certain that at least 50 percent is carried on 
American-flag vessels, if the service is available and at reasonable 
rates. Should these congressional directives be withdrawn, the re- 
cipient governments would be left free to arrange at their discretion 
the ocean routings and you may be sure the American merchant marine 
could at best hope only to participate to a very limited degree. This 
is borne out by the fact that in 1953 and 1954 the American merchant 
marine handled only 20,600,000 tons of the total United States exports 
of 88,700,000 tons. This compares with 41,300,000 tons handled by 
the foreign mershant marines of the 9 OEEC countries. It should 
be emphasized that during this period—1953 and 1954—the American 
merchant marine handled only 23 percent of our total exports, even 
though the 50-50 cargo legislation obtained on aid programs and 
Public Resolution 17 applied on shipments financed by the Export- 
Import Bank. 

We maintain soliciting offices throughout the Middle West, South, 
New York, and so forth, and have our own offices and agents through- 
out the world staffed by efficient people who are on the most friendly 
terms with shippers, consignees, and so forth, but on a large portion 
of commercial cargo there is instructed routing for the foreign-flag 
vessels. 

I would like to digress for a minute at that point and bring out 
1 or 2 pertinent facts in connection with our inability and the inability 
of other American lines to secure cargo. For example, in Sweden 
there is a tobacco monopoly. That tobacco monopoly is controlled by 
the Government. They buy the tobacco. We haven't carried a pound 
of Swedish tobacco. 

In June 1948, I made a trip to Sweden. ECA was at its height and 
I tried to get some tobacco. The reply from the Swedish manager of 
the monopoly was, “What are your rates?” I answered, “They are 
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the same as the Swedish-American Line. We are both members of 
the conference.” 

He said, “If you cut your rate, I might do something for you.” 

I said, “We wouldn’t cut the rate unless the Swedes and ourselves 
made an agreement.” 

He said, “Even if you cut the rate, the Swedes would cut theirs and 
[ would give it to them, so there is no chance of your getting the 
Swedish tobacco.” 

That applies to all the tobacco moving to Sweden. The American 
lines have never carried any tobacco to Holland. My investigation 
has been that har are tied up closely with the banks and the banks 
are very much controlled by the Government. One Dutch importer 
told me, “If you carried the tobacco fer nothing, we would still give 
it to the Dutch lines.” 

Mr. Srety-Brown. They believe in 100 percent to nothing? 

Mr. Cockxn. That is right. 

Mr. Borxry. That is the w ay we ought to have it. 

Mr. Cocke. In Spain there is a Government monopoly on cotton, 
on petroleum products, and a Government monopoly on other com- 
modities. For example, I looked over some figures the other day and 
in 1954 there were 2,100 tons of petroleum products that moved on 
a Spanish line, and we carried 21 tons. 

The cotton that the Spaniards have bought from the United States 
has always been on the Export-Import, or 50-50 program. We have 
always recommended to the Federal Maritime Board that they grant 
a waiver on the Export-Import Bank and give 50 percent to the 
Spanish line, except in 1 case when we found that on several large 
purchases of American cotton and Mexican cotton with their own 
dollars, 100 percent went to the Spanish-flag so that in that one par- 
ticular case the Federal Maritime Board refused to grant a waiver 
on the Export-Import Bank. 

The Maritime Board grants a waiver under the Export-Import 
Bank loan which means that the national fl: ag of that country carriers 
50 percent of the cargo, and they did say to the Spaniards, “In view of 
the fact that we are granting a waiver on the Export-Import Bank, 
we think that on commercial cargo or cargo financed by your oe n- 
ment, you should give the American-fl: ag vessels a share of it,” but 
we have never gotten that share. 

On Greece, a recent incident comes to my mind. Under the 50-50 
Greece purchased a large lot of cottonseed oil. That was divided 
50-50 between the American- flag and Greek-flag steamers out of 
the gulf. Prior to World War il, the Greeks had no service from the 
gulf. Only 3 or 4 days ago the Greeks bought with their own dollars 
1,600 tons of cottonseed oil. The shipper was a friend of ours. He 
said, “I am sorry. We can’t give you a pound of it. It is all in- 
structed and in the letter of credit for this particular Greek line.” 

During 1938 we had to abandon our service to Japan account all 
the cotton being purchased by Japan called for yen freight, and we 
could not convert the yen currency into dollars. Also, the larger part 
of the cotton was allocated or instructed for . Japanese vessels. With 
the approval of the then United States Maritime Commission, we re- 
luctantly withdrew temporarily from the trade and laid up many 
ships. This situation must not happen again. Without assurance 
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that American-flag vessels get at least one-half of Government spon- 
sored cargo, we could find ourselves in a similar situation. 

Mr. Chairman and members, that completes my statement, but, 
with your permission, I would like to read a telegram which was ad- 
dressed to me in Washington by one of our very fine gulf lines and 
a very friendly competitor of ours, the Waterman Steamship Corp. 
I would appreciate if this telegram would be incorporated in the 
minutes. 

The Cratmman. You may read it, sir. 

Mr. Cocker. The telegram is addressed to me, A. C. Cocke, care of 
the Washington Hotel: 

We understand you are appearing before the Bonner committee to testify 
against repealing and modifying the 50-50 program. Will appreciate your voic- 
ing our objection to any change in the present law for to do so would seriously 
affect our operations to the extent of curtailing and/or eliminating sailings on 
some trade routes served by us. As nonsubsidized operators we own and 
operate 35 American C-2 vessels maintaining regular services to continental 
Europe and the Far East, and to deprive us of receiving a fair share of this 
tonnage would have a most serious effect on our overall operations. We strong- 
ly urge no change in the present method of administering the law. 

The telegram is signed J. K. McLean, president, Waterman Steam- 
ship Corp. 

The Cuatrman. That concludes your statement, sir? 

Mr. Cocke. Yes, sir. 

The Cuatrman. Mr. Boykin. 

Mr. Boyxin. I think you made a wonderful statement and I thor- 
oughly agree with you, but I am like that fellow in Sweden. I do not 
blame them for trying to get all of their shipping. We ought to get 
all of ours. 

Mr. Bonner appointed me chairman of a committee and we went to 
Europe and had hearings all over, in England, Scotland, Holland, 
France, Italy, and in a good many places. I thought that we con- 
vinced those people who wanted to do away with 50-50 and everywhere, 
I believe, the men in the meetings agreed that we should certainly 
keep at least 50 percent. 

Mr. Casey was with us. We had a fine group. Our first meeting 
was in England and there I told them that, if ever there was any 
change from the 50-50, I was going to do my best to see that we got 
100 percent of it. I think that they agreed with us but, of course, 
could not say so. I thought that the English were pretty fair, as you 
say, but, of course, they want everything that they can get. I think 
that we ought to get everything that we can for our merchant marine. 

I think the Waterman telegram is very fair and I agree with it 
and with your entire statement. 

I invited your president up here the other day for a luncheon which 
I had for some German people. He is a splendid man. 

Mr. Cocker. He was very sorry that he could not get up for it, Mr. 
Boykin. You know what it is to leave New Orleans on Mardi Gras 
morning. That is what I did. : 

Mr. Borxrn. Yes, sir. Mardi Gras was started in Mobile 100 years 
before you thought of it. It is a great thing and I think it does a 
lot of good for people from all over the country to come to our Mardi 
Gras in Mobile or in New Orleans. 

The CHatmrman. Mr. Seely-Brown. 
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Mr. Sre.y-Brown. Sir, I would like to ask you one question. On 
page 3 of your testimony at about the center of the page, you say, 
“Much Government cargo is instructed for British-flag vessels,” in 
discussing the situation as it applies to the United Kingdom. 

Mr. Cocke. Yes, sir. 

Mr. Seety-Brown. Is other cargo, other than Government cargo, 
instructed for British-flag vessels ? 

Mr. Cocke. We find that, generally speaking, the British buyers 
of cargo generally leave it to ‘the shippers. There are isolated cases 
where the songs does instruct for, say, the Cunard-Brocklebank 
Line, but, generally speaking, we have been so entrenched with the 
pooling agreement with the Harrison Line that it has almost come to 
the point where the commercial receivers think of us as a friendly line 
and > us good support. 

Mr. Seety-Brown. How about the other countries? 

Mr. Cocke. I would say that, as far as France is concerned, there 
is not too much instructed routing. We generally get a fair share of 
traffic to France. There are times, isolated cases. Trecall not so long 
ago where France bought a large amount of cotton linters. We woke 
up to the fact that we needed cargo very badly and found it booked 
with the French Line, but in the next lot they gave us a fair share. 
Generally speaking, in France, we fare fairly w ell. 

Mr. Srety-Brown. In other words, the instructed cargo is basically 
a government cargo? 

Mr. Cocke. Generally speaking, except in instances where a con- 
signee may express preference for his national flag. 

Mr. Sraty-Brown. Generally speaking, the foreign countries, in- 
stead of instructing on a 50-50 basis, instruct on a 100 percent basis? 

Mr. Cocke. A great many of them do on the cargoes they purchase 
commercially. I told you about Greece. The same thing happens in 
Turkey or Sweden or Denmark. We get a fair break from Finland. 
When they buy cargo they usually give the American vessels a good 
shot at it but it is not very much. It 1s only a handful. 

Mr. See.y-Brown. That is all Mr. Chairman. 

The Cuarman. Mr. Tumulty. 

Mr. Tumutry. Who gives the instructions? 

Mr. Cocke. The instructions, Mr. Tumulty, emanate from the agen- 
cies of these various governments. For ex cample, as I cited, in Sweden 
there is a Government tobacco monopoly controlled by the Govern- 
ment, and the instructions come undoubtedly from the Government to 
the tobacco monopoly and on to the shipper. 

Mr. Tumouury. So that, in the countries where instructions take 
place, the statute is not needed ? 

Mr. Cocke. No; it is not. 

Mr. Tumutry. Because they accomplish the same effect through 
their ownership of the various monopolies? 

Mr. Cocke. That is right. 

Mr. Tumutry. Therefore, the statute such as ours would not be 
needed to accomplish this giving of preference to their own cargo? 

Mr. Cocker. That is ri ght. 

Tn answer to the pleat that Mr. Seely-Brown asked me about the 
consignees on commercial cargo, whether or not they instructed rout- 
ing, I would like to bring out this very important point : Prior to 
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that American-flag vessels get at least one-half of Government spon- 
sored cargo, we could find ourselves in a similar situation. 

Mr. Chairman and members, that completes my statement, but, 
with your permission, I would like to read a telegram which was ad- 
dressed to me in Washington by one of our very fine gulf lines and 
a very friendly competitor of ours, the Waterman Steamship Corp. 
I would appreciate if this telegram would be incorporated in the 
minutes. 

The Cnamman. You may read it, sir. 

Mr. Cocke. The telegram is addressed to me, A. C. Cocke, care of 
the Washington Hotel: 


We understand you are appearing before the Bonner committee to testify 
against repealing and modifying the 50-50 program. Will appreciate your voic- 
ing our objection to any change in the present law for to do so would seriously 
affect our operations to the extent of curtailing and/or eliminating sailings on 
some trade routes served by us. As nonsubsidized operators we own and 
operate 35 American C-2 vessels maintaining regular services to continental 
Europe and the Far East, and to deprive us of receiving a fair share of this 
tonnage would have a most serious effect on our overall operations. We strong- 
ly urge no change in the present method of administering the law. 

The telegram is signed J. K. McLean, president, Waterman Steam- 
ship Corp. 

The CHatrman. That concludes your statement, sir? 

Mr. Cocker. Yes, sir. 

The Cuarrman. Mr. Boykin. 

Mr. Boyxry. I think you made a wonderful statement and I thor- 
oughly agree with you, but I am like that fellow in Sweden. I do not 
blame them for trying to get all of their shipping. We ought to get 
all of ours. 

Mr. Bonner appointed me chairman of a committee and we went to 
Europe and had hearings all over, in England, Scotland, Holland, 
France, Italy, and in a good many places. I thought that we con- 
vinced those people who wanted to do away with 50-50 and everywhere, 
I believe, the men in the meetings agreed that we should certainly 
keep at least, 50 percent. 

Mr. Casey was with us. We had a fine group. Our first meeting 
was in England and there I told them that, if ever there was any 
change from the 50-50, I was going to do my best to see that we got 
100 percent of it. I think that they agreed with us but, of course, 
could not say so. I thought that the English were pretty fair, as you 
say, but, of course, they want everything that they can get. I think 
that we ought to get everything that we can for our merchant marine. 

I think the Waterman telegram is very fair and I agree with it 
and with your entire statement. 

I invited your president up here the other day for a luncheon which 
I had for some German people. He is a splendid man. 

Mr. Cocke. He was very sorry that he could not get up for it, Mr. 
Boykin. You know what it is to leave New Orleans on Mardi Gras 
morning. That is what I did. 

Mr. Boyxrn. Yes, sir. Mardi Gras was started in Mobile 100 years 
before you thought of it. It is a great thing and I think it does a 
lot of good for people from all over the country to come to our Mardi 
Gras in Mobile or in New Orleans. 

The Cuarrman. Mr. Seely-Brown. 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 485 


Mr. Sre.y-Brown. Sir, I would like to ask you one question. On 
page 3 of your testimony at about the center ‘of the page, you say, 
“Much Government cargo is instructed for British-flag vessels,” in 
discussing the situation as it applies to the United Kingdom. 

Mr. Cocke. Yes, sir. 

Mr. Seety-Brown. Is other cargo, other than Government cargo, 
instructed for British- flag vessels? 

Mr. Cocke. We find that, generally speaking, the British buyers 
of cargo generally leave it to ‘the shippers. There are isolated cases 
where the consignee does instruct for, say, the Cunard-Brocklebank 
Line, but, gener rally speaking, we have been so entrenched with the 
pooling agreement with the Harrison Line that it has almost come to 
the point where the commercial receivers think of us as a fr iendly line 
and give us good support. 

Mr. Srety-Brown. How about the other countries / 

Mr. Cocker. I would say that, as far as France is concerned, there 
is not too much instructed routing. We generally get a fair share of 
traflic to France. There are times, isolated cases. I recall not so long 
ago where France bought a large amount of cotton linters. We woke 
up to the fact that we , needed cargo very badly and found it booked 
with the French Line, but in the “next lot they gave us a fair share. 
Generally speaking, in France, we fare fairly well. 

Mr. Stety-Brown. In other words, the instructed cargo is basically 
a government cargo? 

Mr. Cocke. Genet ‘ally speaking, except in instances where a con- 
signee may express preference for his national flag. 

‘Mr. Sraty-Brown. Gener ally speaking, the foreign countries, 1n- 
stead of instructing on a 50-50 basis, instruct on a 100 percent basis? 

Mr. Cockr. A great many of them do on the cargoes they purchase 
commercially. I told you about Greece. The same thing happens in 
Turkey or Sweden or Denmark. We get a fair break from Finland. 
When they buy cargo they usually give the American vessels a good 
shot at it but it is not very much. It is only a handful. 

Mr. See.y-Brown. That is all Mr. Chairman. 

The Cuarrman. Mr. Tumulty. 

Mr. Tumutry. Who gives the instructions? 

Mr. Cocke. The instructions, Mr. Tumulty, emanate from the agen- 
cies of these various gov ernments. For ex: umple, as I cited, in Sweden 
there is a Government tobacco monopoly controlled by the Govern- 
ment, and the instructions come undoubtedly from the Government to 
the tobacco monopoly and on to the shipper. 

Mr. Tumuury. So that, in the countries where instructions take 
place, the statute is not needed ? 

Mr. Cocke. No; it is not. 

Mr. Tumutry. Because they accomplish the same effect through 
their ownership of the various monopolies? 

Mr. Cocke. That is right. 

Mr. Tumutry. Therefore, the statute such as ours would not be 
needed to accomplish this giving of preference to their own cargo? 

Mr. Cocke. That is right. 

In answer to the question that Mr. Seely-Brown asked me about the 
consignees on commercial cargo, whether or not they instructed rout- 
ing, I would like to bring out this very important point: Prior to 
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World War IT, most of the cargo sold was sold on a cost, insurance, 
and freight basis. After the war it was sold in the first 4 or 5 years, 
you might say, cost and freight. These foreigners took out their own 
insurance which put a lot of our insurance people way down in the 
depths because all of that insurance was taken away from them. Now, 
they have in the last 2 or 3 years to buy the cargo FAS. This means 
they buy it from the merch: ant who delivers it free ¢ alongside the vessel 
which means the foreign consignee controls the routing, and in lots 
of cases where he controls the routing, he will give it to his foreign- 
flag vessel if it is in position, so that we have lost a lot of car go in that 
way, particularly to Italy. When they came with FAS cotton, we 
did lose quite a bit of business. 

That is spreading. The people dont’ like it. Our merchants don’t 
like it. They like to route the cargo on the first available ship. We 
found cases where the cotton was bought FAS and had to wait in New 
Orleans for 20 days waiting for thie foreign-flag vessel to come. 

Mr. Tumutry. Because of the action of the buyer? 

Mr. Cocke. That is right. 

Mr. Tumutry. Assuming that the Cargo Preference Act was 
changed so that cargo traveling under Public Law 480 was not required 
to go 50-50, that they were exempt as has been suggested, could we 
follow a comparable policy such as you have described as being pursued 
by those foreign governments, by instruction? Is there any vehicle 
which we have for doing the same thing? Is my question clear? 

Mr. Cocker. Yes: your question is clear. 

I think it is within certainly the realm of possibility that this Gov- 
ernment could do it if it saw fit. 

Mr. Tumvutry. How would that be accomplished 

Mr. Cocke. By instructing the various Government agencies that 
control the cargo to ship only on American-flag vessels. 

Mr. Temvnry. So that actually if we did what has been suggested 
by the Farm Bureau and by the Agriculture Department, the appro- 
priate Government agencies could ‘instruct that the cargo be carried 
100 percent on American ships? 

Mr. Cocker. They could do that. Of course, Mr. Tumulty, our 
philosophy, our policy has always been that, when we are dealing with 
France, the French vessels are entitled to a share of the business: and 
we have worked very closely with the French Line. They are the 
historical line. They have operated out of the gulf longer than we 
have. The line itself has been fair to do business with. They have 
at times gone out of their way to try to see that we got a fair share of 
the business 

Mr. Tumutry. It is not your position that you want to prevent them 
from having their share? 

Mr. Cocker. No. 

Mr. Tumutry. You just want to retain what you have ? 

Mr. Cocke. We want to retain a fair share and operate our ships 
and not lay them up. 

Mr. Tumutry. There is no question that, if you did not get the 
business which the cargo preference gives you, that you would ‘be in a 
position to get hardly any business at : all. 

Mr. Cocke. That is correct. 

Mr. Tumvtry. It is not a question of less business. It is almost a 
proposition with you of getting no business ? 
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Mr. Cocxr. To retain the business that we have today, and we think 
that, when these cargo deals are negotiated on a government-to-govern- 
ment level, we cer tainly are entitled to 50 percent of the cargo. 

Mr. Tumutry. And if they are negotiated government-to-govern- 
ment, assuming that our Government is representing our best interests, 
with or without this statute they could insist on 50 percent, could they 
not ¢ 

Mr. Cocke. They certainly could. 

Mr. Tumutty. However, prior to the passage of this act, that appar- 
ently was not being done, was it ? 

Mr. Cocke. That is right. 

Mr. Tumutry. The reason we need the act is to make certain that 
our own officials represent our own best interests / 

Mr. Cocker. That is right. I envision that, if you did not have 
something definite in the I: aw, it would be difficult to police and might 
get out of hand. 

Mr. Tumutry. Apparently we face not so much the foreign atti- 
tude but the attitude of our own representatives to a great extent 2 

Mr. Cocke. As I said, these various Government agencies definitely 
want an American merchant marine but they want to destroy 50-50, 
and you cant’ sail ships unless you have cargo. 

Mr. Srery-Brown. Will the gentleman yield ? 

Mr. Tumuury. Yes. 

Mr. Seety-Brown. In view of you ranswer to the previous question 

raised by Mr. Tumulty, what is going to happen to your line if we 
run out of foreign aid and eventually get rid of our farm surplus? 

Mr. Cocker. Well, the prospects, Mr. Seely-Brown, are not too 
bright; but we are certainly going to continue our intensive solicita- 
tion of consignees, and we do think and hope that with the maintaining 
of service we are going to continue to carry enough business to enable 
us to sail these ships. 

Mr. Srety-Brown. The reason I asked the question, sir, is that I 
sort of had the inference from your response to Mr. Tumulty that the 
only thing that was keeping you in business was 50-50. 

Mr. Cocke. Well, at the present time it materially helps. As I 
pointed out in speaking of this 24 percent: In other trades it is higher 
than that, but we are in hopes that, on the commercial end of it, if the 
aid programs go out these European countries are going to have to buy 
something, and that to a great degree or a certain degree that will 
replace itself. But it remains for the future to see, although, fr: ankly, 
I say that without aid cargo it is going to be very difficult for the 
American lines to continue the service they thave been giving. 

We had a situation back in 1957-38 that I recall. We laid up at one 
time 25 to 30 ships. 

Mr. See.ty-Brown. Then would it be fair to say that the foreign-aid 
program is not only helping the foreign countries but also helping 
your steamship line ¢ 
Mr. Cocke. It certainly is helping us. 

Mr. Srety-Brown. Thank you, Mr. Tumulty. 

Mr. Dincetn. Would the gentleman yield, please ? 

Mr. Tumutry. Yes. 

Mr. Drnceu. I know that the witness was fearful to say this and 
I do not know whether he will join in it or not; but I think that, from 
the testimony we have received from the Agriculture Department and 
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from the Farm Bureau, we can see why we have the necessity of having 
this 50-50 law. It appears to me that not only do they oppose the law 
but that they do very little in a concrete manner both in Agriculture 
and the State Department to apply the 50-50 law, and I think that 
those two facts make it necessary that we continue to see to it that 
the administrative people protect our merchant marine. I do not 
know whether you want to join in that, but I think that would be a 
fair synthesis of what I have observed in this committee. 

Mr. Cocke. We want to see that the intent of the law is carried out. 
I can say that, so far as my dealings with the staff, with the people 
in the Agriculture Department and the Federal Maritime Board, they 
cooperate very fully. 

Mr. Drncett. The Maritime Board certainly has. 

Mr. Cocker. Yes, and I will say that the staff, not talking about the 
top level of the Department of Agriculture, but the men that see to it 
that the cargo is divided, have been fair. 

Mr. Drxceiy. Of course, our experience with Agriculture has been 
that they just simply oppose this and have no other position. I am 
afraid I am getting into the realm of testimony here. 

I have no more questions, Mr. Tumulty. Thank you. 

Mr. Tumutry. The only proposition which strikes me is that this 
is a statutory preference. This is the Government, in effect, telling 
businessmen what to do, and you make the point that this is benefici al 
to private industries. There are many private industries that could 
very well be helped by statute, so that there would seem to be some 
reason in public policy why this law should continue to subsidize a 
private industry which is making a profit out of the Government 
money. A lot of men going out of business would like a subsidy, so 
that, as between your position and that of the farmers, there is an 
identity of self-interest, to a certain extent. 

Mr. Cocke. Except this: that I don’t agree with the farm industry 
that this 50-50 has hurt them at all. 

Mr. Tumuury. That is quite true, but they are here because they 
want to get rid of their surplus goods so that they can make more 
money, and you are here for the same reason. 

Mr. Cocke. Well, that is quite true, but I think in the interests of 
the United States that a merchant marine is absolutely necessary both 
during time of peace and time of war. I cited certain instances of the 
late years, 1950, 1951, and1952. I recall very distinctly back in 1926 
when you had the British coal strike when practically every foreign 
vessel out of the gulf was put in the coal trade out of Hampton Roads 
on account of the high rates. If the Shipping Board had not broken 
out a lot of World War I vessels, our farmers would have been in a bad 
way. 

Mr. Tumutty. The thing that strikes me throughout this thing is 
that here we have two large segments of the American economy, both 
of which apparently require the Government to take steps to sustain 
them in their economic field, and it seems to me a fair question to ask 
that, if the main and basic reason for continuing this Cargo Preference 
Act is to sustain the merchant marine on the high seas because it is an 
arm of defense, it is not a fair question to ask why shouldn’t the Gov- 
ernment own and operate it itself with no profit? 

Mr. Cocke. I don’t think that Government operation of ships has 
proven too efficient in the past. I think it has been well proven that 
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a privately owned American merchant marine is much more efficient 
than a Government one. 

Mr. Tumutry. You feel that, in the last analysis, to make it a more 
efficient arm of defense it is better to have it run by private operators ¢ 

Mr. Cocke. I do. 

Mr. Tumutry. Who would run it more efficiently because of the 
profits they would make; is that it? I have heard this argument on 
defense, but when you get right down to it, nearly everything is 
related to defense today. 

Mr. Cocke. I think every industry wants to try to make a little 
money. I know that, even though we are a subsidized line, we watch 
the cost of operation. We watc ch ar ‘ate situation and try to get a 
fair return so that the Government in the final analysis will have a 
good recapture, which they have had over the years. 

On the other hand, I say this, and I think I am speaking rather 
authoritatively : That if you did not have an American merchant 
marine and you had the control of rates in the hands of the foreign 
lines only, you would have a very different situation because you find 
now that some of the foreign lines—I am not saying all of them— 
operate from Europe to some of the countries that we serve in the 
United States. Industry has built up over there. They have petro- 
leum plants and varbon-black factories. Those same industries are 
competing with American industries. If we let the foreigners control 
those rates, as they might if we are run off the high seas, then Ameri- 

can industry is going to suffer to a great extent, and I think that the 
farmer will suffer too. 

Mr. Tumutry. It is not just that this is the fourth arm of defense, 
but that this 50-50 law enables or makes it possible to have some 
control over shipping rates so that the rates are not exclusively deter- 
mined by non-American lines. 

Mr. Cocker. No, they are not. 

Mr. Tumutry. They are not, but if the 50-50 law were repealed, 
they would set the rates and you would have no competitive oppor- 
tunity to force the rates. 

Mr. Cocke. If they had the opportunity, for example, without 
any 50-50, to carry the bulk of the grain, I should say that they would 
try to get ‘those rates up very materially because they had control of 
the cargo; whereas, the way it goes today, we are not only watching our 
revenue but we are seeing to it that the rates are equitable. If you 
had not American-flag tonn: ge in the Korean incident and the sub- 
sequent one, your rates would have gone 100 percent more than they 
did. That, incidentally, helped the industry of this country and 
helped the farmer. 

Mr. Tumutry. I am just trying to get this on the record. 

Mr. Cocke. I am trying to explain ‘this to you. I appreciate your 
questions and I think they are very sound. 

Mr. Tumutty. Then really it is not just that it is the fourth arm 
of defense. It is, in addition, that this statute provides us with a 
measure of protection against a combination of foreign shippers who, 
without this competition, would be in a position in a crisis or even now, 
for that matter, to make shipping rates so high as to make the trans- 
portation of surplus goods ene prohibitive. 

Mr. Cocke. It could be done. 
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Mr. Tumutry. I have no further questions. Thank you very much. 

The Cratrman. Mr. Ray. 

Mr. Ray. One point interests me, Mr. Cocke. You spoke several 
times of getting a fair share. Can you elaborate a little bit on that? 
What is the basis for determining a fair share ! 

Mr. Cocker. Well, our policy and our philosophy of the Merchant 
Marine Act is that the American-flag vessels should carry approxi- 
mately 50 percent of the traffic. We think that, if we are operating to 
France, as an example, and a French line is oper: ating, that if each 
line carried 50 percent that would be a fair division. 

Mr. Ray. What if one more American or one more French line 
comes in, or, say, that there are two French lines and one American 
line ? 

Mr. Cocke. We would still say that the American-flag vessel ought 
to get 50 percent. 

Mr. Ray. Would you apply that rule in cases other than Govern- 
ment cargo ¢ 

Mr. Cocker. At times we have been able to do it. For example, I 
pointed out before that we were carrying 50 percent of the British 
cargo prior to World War II. At one time there were two British 
lines to our line, the Leyland Line and the Harrison Line. The Ley- 
land and Harrison Lines carried 50 percent, and Lykes carried 50 
percent. 

Mr. Ray. How long did that last? 

Mr. Cocker. That lasted until 1939, and, when the pool was called off 
on account of the war, I think the Leyland Line had sold out to the 
Harrison Line, and we paid 1 cent. There was 1 cent difference be- 
tween the revenue that we had and what they had. If you ever go 
to Liverpool, you will see that check framed and hanging in the 
Harrison office. 

We had a pool with an Italian line but it was not satisfactory be- 
cause it was 60 percent to the Italian line and 40 percent to the Amer- 
ican line. We didn’t like that. 

Mr. Ray. There were just the two lines involved? 

Mr. Cocker. Just the two lines involved, but it was a question of 
diplomatic relationships, as I understand it, between this Govern- 
ment and the Italian Government, and we were told to take the 40 
percent. 

Mr. Ray. It was not a matter of agreement on your part then ? 

Mr. Cocker. We reluctantly agreed. We didn’t like it. We com- 
plained but were told that it was the best that could be done. 

Getting back to the point where you asked about two lines, it is gen- 
erally based upon the number of sailings and not the number of lines. 
With the Leyland and Harrisons, 2 British lines, they had 2 sailings 
a month and we had 2. 

Mr. Ray. Thank you. 

The CuarrMan. Mr. Pelly. 

Mr. Petry. I wonder if you could give the committee some idea as 
to the effect of the 50-50 cargo on the. subsidy that your company re- 
ceives on those 54 ships? It must reduce the amount greatly ? 

Mr. Cocker. I haven't got the figures before me, Mr. Pelly, but I 
would say that it had a very good effect on our revenue and resulted in 
considerable rec apture to ‘the Government. I can cite one instance 
where, in the Korean situation with a lot of lines withdrawing sailings 
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from the gulf, there was a lack of tonnage out of the gulf. We char- 
tered 11 ships from the Federal Maritime Board and operated those 
ships to the Far East, to Europe, and I think 1 ship to South Africa; 
and, in addition to paying the charter hire, the Government recaptured 
90 percent of the profits, so that that was a fine venture for the Gov- 
ernment. 

Mr. Petiy. As you know, those who have been opposed to the cargo 
preference have supported, in lieu thereof, more of a subsidy. 

Mr. Cocke. Well, you could give us, I would say, all the subsidy in 
the world and, if we didn’t have the cargo, we just couldn't sail the 
ships. 

Mr. Petty. In other words, the net effect has been, as far as the 
Federal Govenrment is concerned, a considerable saving in the tax- 
payers’ money to have a 50-50 cargo as against a subsidy ¢ 

Mr. Cocks. Absolutely. We would have, undoubtedly, and other 
lines may have, had to lay up ships and you don’t get any subsidy lay- 
ing up ships. Your seamen are out of work and your shore personne ‘| 
has to be reduced, and the t: axpayer, to my way of thinking, loses by it. 

Mr. Petty. You mentioned the situation when ships had to be taken 
off to serve Korea. Where were the foreign merchant marines at that 
time? We had to break out 11 ships, you say, in order to service that. 

Mr. Boykin. Will the gentleman yield ? 

Mr. Petiy. Yes. 

Mr. Boykin. You said you laid up 82 ships ? 

Mr. Cocke. We laid up 32 ships in 1937-38. 

Mr. Boyxrn. Thank you. 

Mr. Cocke. A number of the foreign ships went into the bulk-cargo 
trade. 

Mr. Petty. We have been told as a committee through that we can 
depend on the foreign merchant marines even if we do not have any of 
our own. 

Mr. Cocke. I don’t agree with that at all, Mr. Pelly. 

Mr. Petty. Does not your experience show that? You had to break 
out ships? 

Mr. Cocke. No, sir. It shows the opposite. It shows that in 1926 
a large part of the foreign vessels withdrew from the gulf and went 
into the profitable coal trade. A large number of ships during the 
Korean situation went into the full cargo business and left the gulf 
because they could make more money. 

Mr. PeLvy. In other words, jus st looking at it from a point of view 
of defense, your experience indicates that we ainen count on the for- 

eign-merchant marines to carry the war cargoes or other essential 
cargoes, that we have to have our own ships ? 

Mr. Cocke. That has been confirmed from time to time and, as I 
understand, it is one of the statements made by the Federal Maritime 
Board itself. 

Mr. Petty. You are correct, but I do not think it agrees with the 
statements made by some of those who oppose the Cargo Preference 
Act. 

Mr. Cocke. With all due respect to those who made a contrary 
statement, I just don’t think they know, because of lack of experience. 

Mr. Petty. Have you had any experience with competitors rebating 
freight ? 
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Mr. Cocke. Yes, sir. We certainly have. I was up in Washing- 
ton during last Mardi Grass, 1955, on a rebate case of a foreign line 
who, in one instance, and it is a matter of record, admitted that the ey 
paid their agent a 10-percent commission and, although we didn't 
have the evidence, we were informed by this government monopoly 
that it received a 10-percent rebate from this foreign line. 

Mr. Pe.xy. In other words, the American exporter, in many cases 
ton during last Mardi Gras, 1955, on a rebate case of a foreign line 
is subject to manipulation which might well cause him to lose his 
market ? 

Mr. Cocker. Not in all cases, Mr. Pelly, and I don’t mean to say that 
all foreign lines rebate. I know that they don’t. I know that the 
British, for ex: imple, if they make a deal with you, their word is a 
bond. That applies to a large number of foreign lines, but you do 
have some foreign lines that think it’s smart to do things of that kind. 

Mr. Pevry. Well, the manipulation of freight ‘ates has been a 
method of capturing markets, has it not, by foreign nations? 

Mr. Cocke. I wouldn’t say absolutely capturing markets, but cap- 
turing a lot of cargo. 

Mr. Petry. I have heard of it in connection with flour, that we have 
lost in world markets due to a manipulation of freight rates. 

Mr. Cocke. I do know of a manipulation of rates on flour some 
time back. You-see, the trouble of the situation that you bring out 
is that we spent 6 months on this particular case. The Federal Mari- 
time Board were most cooperative. They sent an investigator to 
Europe and he knew, as well as we did, that this was going on, but 
we couldn’t get the written evidence. The payoff was made in Switz- 
erland, or behind closed doors. We knew it was going on because we 
were quoting the same rate and this line was carrying , the cotton and 
taking 32 days to get there, and we were going over there in 18 days. 

Mr. Petry. I wish that every American farmer who produced 
these surplus agricultural products could hear your testimony. I 
think they would have a better underst: inding of the value of our 
merchant marine. 

Mr. Cocks. The buyer was getting some benefit, and there were 2 
or 3 others that were not buyers who were getting part of it, we were 
certain, but we couldn’t prove it. As I say, the Federal Maritime 
Board sent one of their topmen over there and he came back and said, 
“I know it is going on but I can’t get the evidence.” 

Mr. Petry. It certainly would be very helpful to get into our 
records somewhere, it seems to me, some specific figures and statistics 
on the subject of the reduction of the cost to the taxp: iyer in the nature 
of subsidies by the Cargo Preference Act. We have vague references 
to it, but we do not have anything specific that I can recall. 

Would it be possible for you to submit for the record some concrete 
figures that would show the value of the cargo preference as against 
subsidy ? 

Mr. Cocke. Mr. Pelly, I am sure that is a fact, but I would have 
to confer with our accounting people to see if, with their method of 
getting up forms on the various machines they use, they could do 
something like that. I will at least talk it over and see if it can be 
done. Perhaps with the help of the Maritime Board they may have 
some figures. 
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The CuarrMan. Will you introduce your assistant to the committee, 
please ? 

Mr. Barrie. My name is Tom Bartle. 

The Cuairman. What is your background, Mr. Bartle? 

Mr. Barrie. Mr. Chairman, I have been, to some degree at least, in 
the steamship business all my life. Need I go further than that, sir 4 

Mr. Pelly, our present contracts started in 1948. Through 1955 
Lykes is approximately in the 40 percent recapture bracket. That 
means to say that 40 percent of the accrued operating differential 
subsidy over ‘those years is set aside for return to the Government. 

Now, it is most difficult to pinpoint the exact contribution that the 
50-50 legislation made to that position, but you can be absolutely sure 
that it had a major part to do with it. You just need to consider this 
24 percent of the gross revenue during a period of a little over a year 
and a half, and it was the difference between a terrific loss and keeping 
your head above water. The result speaks for itself that at least 
through last year we have maintained a status of 40 percent in the 
recapture bracket. 

Now, when you relate that and the taxes that have been paid through 
those years, we could give you a pretty good estimate in millions of 
dollars, in confidence, and it is many, many, many times the $3 million 
figure that was brought out in the testimony here as being the dif- 
fe} ential that was absorbed by being repaid in the currency of the re- 
cipient nation at destination, based on the foreign-flag rate instead 
of the American-flag rate. So, that is the experience of one line and, 
to at least some degree, it is the very same experience that other 
operators have had. 

Mr. Petxy. It is my experience that you have, in business, a break- 
even point. 

Mr. Barrie. Yes, indeed. 

Mr. Petuy. And anything over that break-even point is 
profit. 

Mr. Barrie. That is correct. 

Mr. Pretiy. Therefore, it would seem to me that if you have 24 
percent on top of your normal business, that that would be largely 
responsible for the amount that the Federal Government actually 
recaptures. 

Mr. Barrie. It has to be that way. 

Mr. Casey. Isn’t that, of course, based on the assumption that 
you would lose the whole 24 percent if you did not have the 50-50? 
Yes or no, is it based on that ee 

Mr. Barrie. No; it is not altogether. I think you need only go as 
far as to say that of that 24 percent your division would have then 
reverted back to your percentage carryings of the commercial cargo. 

Mr. Casey. Exactly, but, of course, the original proposition would 
be based on the.assumption that you lost the whole 24 percent? 

Mr. Bartie. Yes. 

Mr. Casry. Now you are modifying so as to say that you can assume 
fairly that you would lose all but the portion of the commercial cargo 
that you get. In other words, you lose four-fifths of it. 

Mr. Barrie. That isa fair approach. 

Mr. Cocke. There is no doubt that it immeasurably helps the results. 

The Cuamman. Did I understand you to say that the recapture 
made from your one company alone was many, many times the figure 
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that we have been discussing in the committee as to the cost of this 
operation ¢ 

Mr. Barrie. Yes, sir. 

The Cuairman. Without this operation, there would be no recap- 
ture and there would be a possibility of your inability to put anything 
in the reconstruction fund ¢ 

Mr. Barrie. That is our opinion. That is our positive opinion; 
yes, sir. 

The Cuairman. That is with your one operation. 

Mr. Barrie. One company and, in large measure, sir, it applies to 
all the others. 

The Cuatrman,. I have been endeavoring to get Mr. Bartle before 
this committee for a long time. He made a splendid w itness. 

Mr. Petiy. That is all. 

The Cuatrman. Mr. Dingell. 

Mr. Drnce.i. No questions, Mr. Chairman. I think it is very well 
covered. 

Mr. Casey. Mr. Cocke, Mr. Pelly mentioned the Korean situation. 
We have seen that during the Korean conflict we were required to 
break out a considerable number of ships from the reserve fleet in 
order to carry the necessary supplies to Korea. Did your company 
handle any of these ships that were broken out on a general-agency 
basis ? 

Mr. Cocke. Yes, we did. 

Mr. Casry. Do you know how many ¢ 

Mr. Cocke. Fifteen or twenty, I would say. 

Mr. Casry. So that it was necessary for your company alone to 
handle 15 ships in addition to the regular service to the Far East 
in order to handle the cargo? 

Mr. Cocker. And we also chartered and operated on the berth 11 
ships in addition to the general-agency vessels. 

Mr. Casey. And in addition to the 54 ships that you ordinarily 
operate / 

Mr. Cocke. That is right. You see, we chartered to the MSTS 
5 or 6 of our C-type vessels for the Korean incident. Those ships 
stayed out in Korea for nearly a year. They were out of our fleet, 
so that you might say that the fleet was reduced from 54 to 49 on 
account of those ships being chartered by the MSTS. They needed 
fast vessels which we were glad to charter to them. Then we operated 
about 15 or 16 general-agency vessels plus 11 ships that we chartered 
from the Government on which they recaptured 90 percent of the 
profit. 

Mr. Casey. In expanding your operation from the normal operation 
of 54 ships to an operation of some 26 ships in addition to your other 
ships, how did you go about that I mean? My point is did you use 
the regular crews and the regular officers as a nucleus from which to 
expand to the additional oper ration ? 

Mr. Bartie. Yes, we did. 

Mr. Casey. In what way? Do you use some of the experienced 
men and spread them around on the other ships ? 

Mr. Cocke. On some of our ships—for example, the 54 ships, you 
may have masters who, due to lack of work, have taken a job as first 
mate. Those men were stepped up, and they were the nucleus for 
these additional ships. 
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Mr. Casey. So that, in addition to the existence of an American 
merchant marine itself upon which we can rely in the event of war 
or national emergency, we do have a nucleus of trained personnel from 
which to expand in order to have people to man the additional ships 
that are required to be broken out of the reserve fleet / 

Mr. Cocke. That is correct. 

I can say this, that I do not recall a single instance from 1954 on 
where we were handling at times well over 100 ships in the beginning, 
right after the war, wherever any of those ships were delayed on 
acount of lack of crew. I think it was a remarkable job that our people 
did, and firms like Waterman and Strachan and others to get these 
ships manned and advancing the personnel that we already had. 

Mr. Casey. Are these people that man these ships in time of emer- 
gency given some sort of security clearance by the Federal Govern- 
ment ¢ 

Mr. Cocke. Yes, they are. 

Mr. Casey. Particularly when they go to critical areas like Korea? 

Mr. Cocke. Yes. The Coast Guard screens them very, very thor- 
oughly. 

Mr. Casey. So it would be rather foolhardy to rely on foreign mer- 
chant marines, no matter how friendly, to participate in an essentially 
military operation such as the Korean conflict. 

Mr. Cocke. I certainly agree with you. 

Mr. Casey. Mr. Chairman, I think that at this point I would like 
to read into the record a brief question and answer that was made by 
Admiral Wilson of the Military Sea Transportation Service, testify- 
ing as representative of the Department of Defense before a Senate 
committee, a year or so ago. The question was from Senator Potter: 

If it would not violate security requirements, I would be interested if you could 
elaborate a little more on what we expect in the line of shipping for our allies, 
our NATO countries, in case of war, in case of emergency. 

Admiral Wiison. That subject is under active consideration, Senator. It, toa 
very considerable degree, is classified. 

I think in general terms you could state you could expect assistance to a limited 
degree. I think we would be on a foundation of sand if we relied on it very 
extensively. It is one reason for the expression in this statement which said 
that it was the opinion of the Department of Defense that we should rely 
primarily and basically on the United States-flag merchant marine for the 
defense of the United States. 

That is stating another way the substance of what you have previ- 
ously indicated so far as reliance on our friendly foreign merchant 
marines. 

In response to some questions from Mr. Tumulty, you have spoken 
in terms of these Government monopolies that are buying certain types 
of commodities from the United States, and instructing how they will 
be shipped, and in most cases they are instructing that they be shipped 
on the merchant marines of the particular country where the monopoly 
exists. 

Of course, those are basically commercial purchases, are they not ? 
They are dollar purchases, are they not / 

Mr. Cocke. Well, I would say that the Swedish tobacco monopoly 
is cert: ae more or less of a Government ie; ‘hase. Would you not 
think sof That is controlled by the Swedish Government. 


iP. 90, Merchant Marine Studies, pt. 1, June 16, 1953, hearings before a subcommittee 
f the Committee on Interstate and Foreign Commerce, 83d Cong., Ist sess. 





496 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


Mr. Casey. Well, they buy the tobacco in the United States, and the 
monopoly part of it concerns how it is distributed in Sweden. Is that 
the fact ? 

Mr. Cocke. No. They go further than that. They instruct the 
tobacco shipper on what vessel to put that tobacco. 

Mr. Casey. I realize that. But the monopoly part of it is concerned 
mainly with the control of the tobacco once it gets to Sweden. 

Mr. Cocke. That is correct. 

Mr. Casey. They buy the tobacco here in the normal commercial 
channels. 

Mr. Cocke. That is right. 

Mr. Casry. So that when they direct that it be placed aboard ship 
it is nothing more than any ordinary purchaser has the right todo. In 
other words, if he wants to buy it PAS, as they say, he directs how it 
will be shipped. 

Mr. Cocke. That is correct. 

Mr. Casey. It is not comparable to our aid cargoes in that sense, 
is it? In other words, it is not aid cargo as against commercial cargo. 

Mr. Cocke. No. It is cargo bought by the Swedish tobacco 
monopoly. 

Mr. Cassy. So if we can find an analogy so far as the United States 
is concerned, does the United States Government import some stra- 
tegic and critical materials from abroad ? 

Mr. Cockr. Yes. 

Mr. Casey. Are you familiar at all with how the United States 
Government brings those materials into this country ? 

Mr. Cocker. Notall. Iam familiar with considerable of it. 

Mr. Casey. It is shipped exclusively on United States-flag vessels? 

Mr. Cocke. No, sir, it is not. 

Mr. Casey. What is the policy, if you know, concerning the ship- 
ment of those materials? 

Mr. Cocke. Well, the policy generally is to favor American-flag 
vessels, everything being equal. 

Mr. Casey. Could you contribute something to that, Mr. Bartle? 

Mr. Barrie. I was reminding Mr. Cocke that we ran into any 
number of cases where divisions of our Government would negotiate 
the purchase on a delivered basis. That is to say delivered at a 
United States port. And in such cases we were not, prior to this 
50-50 legislation, able to share in any part of it. Weon many occasions 
influenced or tried to, at least, certain other divisions to change their 
method of purchase and buy at the port of origin, the port of exit. 
And then our Government did have a voice in arranging the freight. 
And in those cases we did in many instances share most favorably in 
the movement. 

But it was invariably the effort of the seller to sell delivered conti- 
nental United States port, and he arranged his own shipping. 

Mr. Casey. Particularly from a country that might have a merchant 
marine? 

Mr. Barrie. Yes, indeed. 

Mr. Cocker. We have a case at hand now where this Government 
is buying some material in the Mediterranean, and it has been sold 
on the basis delivered gulf. We are trying to get the cargo, and this 
Government agency is trying to assist us, but it looks like it is going 
on foreign-flag vessels because it has been sold delivered gulf. And 
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our Government agency does not look like they are going to be able 
to do anything to give that business to us. i) 

Mr. Casey. That activity of the strategic and critical materials 

is presently covered by Public Law 664, is it not? 
{r. Cocke. Yes. 

Mr. Barrie. Yes, indeed. 

It has been difficult in some cases at least to convince certain agen- 
cies that Public Law 664 actually applies. And they, to that extent, 
must be concerned in their purchase contract to specify—if it be 
bought delivered continental United States port—to specify at least 
half on American-flag vessels. 

Mr. Cocke. We have had some difficulty with several Government 
agencies in persuading them that the law did apply. And finally 
they 

Mr. Casey. What agencies? 

Mr. Cocke. Finally they received a legal opinion to that effect. 
In the meantime we have lost considerable cargo. 

Mr. Casey. What agencies did you have trouble with? 

Mr. Bartte. Is it necessary to give that? 

The CHatrman. I don’t know; these gentlemen have to deal with 
these agencies. 

Mr. Casey. I will withdraw the question. 

The Cuamman. I understand that there are certain unnecessary 
practices in the agencies not only against individuals but against cor- 
porations, so when people have to give testimony here unless it is 
under oath, we do not insist on answers to some questions. 

I understand your position. So I would not ask you to answer that 
question. 

Mr. Srety-Brown. Mr. Casey, will you yield ? 

Mr. Casry. Yes. 

Mr. Sre.y-Brown. In connection with the questioning that Mr. 
Casey has followed, would it be fair to ask this question: 

There may be a need for this strategic material in this country, and 
if a foreign country does not want to sell it to us on our terms we still 
may need it so much that it might be wise for us to get it in whatever 
way we can. We would like to get it on our own bottoms, but the 
overall need may be so great that if it cannot come in our own ships 
we will take it in whatever way we can get it. 

Mr. Cocke. That has been done. 

Mr. Sre.y-Brown. That seems reasonable, does it not? 

Mr. Cocke. Yes, it does. 

Mr. Seevy-Brown. In other words, we might need something so 
badly that it is more important for us to get it at that particular time 
and that particular item than it is whether it goes on an American ship 
or not. 

Mr. Cocke. That is certainly reasonable. 

The Cuarrman. These countries are interested in getting American 
dollars and selling this product. 

Mr. Cocke. Generally speaking, they are, Mr. Chairman. 

We are buying in this country, in commercial channels, a tremen- 
dous amount of steel today from the Benelux countries, and it is 
pretty tough competition between the foreign lines and ourselves. 
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We find that in many instances the foreign seller, even though he 
is getting American dollars, will still insist that it go on his flag ves- 
sels even though we are buying the cargo over here. 

Mr. Casry. Does not the statute itself make some provision for 
waiving the 50-50 provision if it is absoluteely essential or an emer- 
gency so far as the purchase is concerned / 

Mr. Cocker. I think it says that if American-flag vessels are not 
available and at reasonable rates, or something like that. 

Mr. Casey. I meant, for example, as Mr. Sealy-Brown points out, 
when we need something very badly and critically and the country 
says they are not going to sell it to us unless they ship it in their own 
bottoms, does not the statute itself make some provision for waiving 
the 50-50 legislation in that case ? 

Do you know, Mr. Bartle? 

Mr. Barrie. Very definitely and certainly. 

I was going to say at that point, without the pat on the back, sir, 
that in many instances—and we can so prove—as soon as it is made 
known that it is of a type you refer to, the American merchant marine 
quickly backs out for it is first necessary to get the material. 

There has not ever been one instance to my knowledge where there 
has been any prolonged discussion with respect to the routing when 
it is a necessity for us to have it. 

Mr. Casey. I think I might read into the record at this point the 
particular provision I have reference to. It is under the first proviso, 
which says: 

That the provisions of this subsection may be waived whenever the Congress, 
by concurrent resolution or otherwise, or the President of the United States or 
the Secretary of Defense declares that an emergency exists justifying a tempo- 
rary waiver of the provisions of section 901 (b) and so notifies the appropriate 
agency or agencies. 

Thave no further questions. 

The Cuatrman. Thank you very much. 

Mr. Tumuury. I would just like to ask another question, Mr. Chair- 
mah. 

It is still not clear to me, Mr. Cocke: you testified that in the Bene- 
lux countries on the purchasing of steel the sellers may, all things 
being equal, insist that the purchases that we make go on their 
merchant marine. 

Mr. Cocker, Yes. 

Mr. Tumuury. That, I gather from you, is the practice in other 
countries, especially among , the maritime nations? 

Mr. Cocker. That is right. 

Mr. Tumutry. I take it that those who sell the steel are also govern- 
ment monopolies. Or are they private? 

Mr. Cocker. No. Gener rally speaking they are commercial com- 
panies. 

Mr. Texrutry. So that we have then two things to consider in these 
maritime countries: the government monopolies which insist that 
their own merchant marine carry their goods, and ordinary business- 
men. 

Mr. Cocker. That is right. 

Mr. Tumvuury. Why cannot the same practice be followed here with- 
out a 50-50 law ? 
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Mr. Cocke. Well, we have found that the American exporter is not 
as tough, so to speak, as the foreigner. If he has a hundred bales of 
cotton to sell and the man on the other side s says “You have got to ship 
it on foreign-flag vessels” he usually gives in. 

Mr. Tumutry. Really then what this 50-50 Act amounts to is to 
force the American businessman or Government agencies really, for 
that matter, to use our American shipping. But if the same practices 
were followed in our country without the Cargo Preference Act we 
would have perhaps an even greater amount of business for our mer- 
chant marine if our own people were as concerned with our merchant 
marine as the businessman and government monopoly in other coun- 
tries are concerned about their merchant marine. 

Mr. Cocke. That is quite correct. 

And, as I have previously stated, when cargo is sold cost-insurance- 
freight and the shipper controlled the business in many instances, he 
would favor American-flag vessels. Although our people are very fair 
generally. The large shippers usually give a part of their cargo to 
foreign-flag vessels because they serve the trade. 

Mr. Tumutry. I am of the impression sitting here that the objec- 
tives of the cargo preference law were raised mainly because of the 
self-interest of foreign nations. Now I gather that the 50-50 law exists 
mainly because our own agencies and our own businessmen do not 
think as of our own merchant marine as they do of foreign merchant 
marines. 

Mr. Barrie. Mr. Tumulty 

Mr. Tumutry. I am not arguing the point; I am just making a 
statement. 

Mr. Bartie. May I just say this: 

We tried to put in the statement here the fact that as a result of 
the 50-50 cargo legislation these three named agencies have a trans- 
portation division, “and they see to it—— 

Mr. Tumutry. The difference in the situation is that these other 
countries object on principle to the statute, as we are told. 

Mr. Barrie. In principle. But it is difficult for them to complain 
in principle because we make it perfectly clear we seek no directive 
legislation when we revert to a strictly commercial transaction. 

Mr. Tumutry. Let me get back to your proposition. 

There were two propositions: One was with respect to private com- 
mercial cargoes, which are out because they are not affected by this. 

Mr. Barrie. That is correct. 

Mr. Tumutry. All I am trying to find out is that if our Govern- 
ment agencies followed the same practices that the complaining nations 
did, if I may use that description, you would get the business because 
they would see to it that you got it, and a statute would not be needed. 
And if the statute were not in existence it would take away their main 
objection; would it not? 

Mr. Bartie. Well, sir, that is true. But, of course, when the legis- 
lation is—— 

Mr. Tumutry. Tell me this: Do we have to have a statute because 
of the actions of our own Government agencies as a rule not demanding 
that our merchant marine get a fair share of the business of carrying 
Government goods to these nations? 

Mr. Bartiz. We do not, sir, bring that complaint to the Congress. 

Mr. Tumcutry. Iam asking you i is that the fact. 
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Mr. Barrie. No; we do not bring that complaint. We say that 
through the means of this piece of legislation that is the easiest way 
that it be followed. 

Mr. Tumutry. It is not good generally to require by statute that 
things be done; is that not true? 

Mr. Barrie. How would you go about it? 

Mr. Tumuury. I did not ask that. I cannot solve it. I am trying 
to find out. 

I am not saying you are wrong, but here you have a situation. 
Let’s assume the statute does not exist. Now you either lose the busi- 
ness, as has been testified, and you are seriously hurt, or the Govern- 
ment agencies involved stand up and say that you are going to get 
your fair share. If you do that you do not need a statute; is that so? 

Mr. Barrie. Of course, if it be their purpose and it be an expression 
of Congress, they very well will follow out what you have in mind. 

Mr. Tumvtry. Apart from that, why would they not follow it out 
without a statute ? 

Mr. Bartie. Sir, I cannot answer that, and I do not believe any of 
the fraternity could. 

Mr. Tumutry. Does it not raise a very serious problem that here 
we have to have a statute which is now the source of conflict between 
maritime nations and ourselves which arouses the anger, justifiably or 
not, of the farmers simply because American agencies giving away 
American goods to foreign countries do not insist upon a fair share 
of the business? 

Mr. Cocke. Of course, if these Government agencies 

The CHatrman. I do not want the witness to have to answer that 
question because I know he would have his hair pulled out and his 
head beaten up when he went downtown again. 

Mr. Tumutry. I thought we were entitled to get all the facts wheth- 
er they were for the apes or not. 

The Cuairman. As I said before, Mr. Tumulty, the witness comes 
freely, and he is in a precarious position. You know and I know that 
the condition exists downtown that preference is given not to our 
American business but abroad. You only have to go abroad to see 
it and hear it. So I want to protect both witnesses. 

Mr. Tumutry. I do not want to embarrass the witness except that, 
in all fairness, all I want to know is what truth is of the situation. 

Here is a law which is being criticized, which is the subject of all 
these hearings. And it has been generally presented that the foreign 
governments are the villians involved and that they have done these 
things. And just listening—not fighting it in anyway—I am just 
trying to find out, if the agencies were doing what they should do in 
the first place in a normal, ordinary business way, they would not need 
the statute. That puts a ‘different light on things, I think. 

Mr. Casey. It might not be as clear as that. 

Mr. Tumutry. Generally things are never that clear. But still it 
is clear enough in a way because . I think generally when you have a 
legislative fiat. that requires certain things to be done people don’t 
agree that that is generally a worthwhile way of doing things. 

It is certainly not in consonance with our own traditional concept of 
business. 

I was just trying to find out if we just stick to the one answer that 
we always have. 
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Mr. Casey. I was thinking, for example, that as far as the matter 
of costs are concerned, there would not be any authority on any of 
the agencies to ship it on American ships that cost more than the for- 
elgn ship, it seems to me, without the statute. 

Mr. Tumutry. That is quitetrue. But I have never seen those Gov- 
ernment agencies so concerned over costs that they could not resolve 
it and balance the advantages over from the standpoint of defense. 

Mr. Casry. I think it does provide them authority, in that one area 
anyway. 

Mr. Tumutry. I am not going to press it. The chairman has indi- 
cated his position, and that is sufficient. 

Mr. Dincett. Mr. Chairman, may I say this, that I hope certainly 
that any of the American shippers here in the committee room, or any 
of the American shipping companies will remember my words, at least 
as far as I am concerned, that if there are any repr isals against anyone 
for testifying here this morning, I would like to know about it, and I 
certainly will see to it that the. proper person in the administration 
roasts for it. 

I will promise that right now. 

And I am sure the committee as a whole will join me in that partic- 
ular statement. 

Then I would like to ask Mr. Casey, have we gotten into the record 
the resolution by the National Grange / 

Mr. Casry. I do not believe we have read it. 

Mr. Bartie. Mr. Casey, it will be put in tomorrow by a witness. 

Mr. Drincetu. I certainly want to make sure that that is in there. 

Is this copy of the letter from the National Farmers Union in the 
record ? 

Mr. Casey. I read the letter at the beginning of the session this 
morning. 

Mr. Dincetu. I hope you will remember my words on that other 
proposition. 

Mr. Barrie. We do not anticipate any trouble. 

Mr. Cocke. We do not anticipate anything because in my testimony 
I tried to give you gentlemen the facts. That is all we have done. 

The Carman. Are there any further questions ? 

Mr. Tumu try. No, sir. 

The Cuarrman. Mr. Ray? 

Mr. Ray. One further point. 

When the Government buys a large quantity of some commodity, 
buys it abroad and it is delivered here, are those purchases made with 
prices fixed for delivery here? Or are they at shipside in foreign 
ports? Take rubber, for example. 

Mr. Cocker. They purchase both ways. We have had certain Gov- 
ernment agencies that have purchased cargo delivered in the gulf, and 
we have others that have purchased cargo delivered at the foreign port. 

Mr. Ray. The next question is like the one the chairman just ruled 
on, and, if so, you just tell me so. 

Taking that one community—and I take that one because I do not 
know anytihng about the facts—would you say that American-flag 
ships carry what you would determine or what you would call a fair 
share of the rubber coming to this country ? 

Mr. Cocke. Yes. 
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There is no more stockpiling of rubber as far as the gulf is con- 
cerned. It is all commercial rubber. And I am very pleased to say 
that we are carrying a very, very good share of the rubber from Indo- 
nesia and from the M: alay States. 

Mr. Ray. Could you make a general statement about the commodi- 
ties ‘generally which are purchased by the Government? Have our 
ships carried a fair share? 

Mr. Cocxr. As a general proposition, I would say yes. 

Mr. Ray. On incoming freight ? 

Mr. Cocker. Yes. 

Mr Ray. Government imports? 

Mr. Cocke. That is right. 

Mr. Ray. Thank you, sir. 

The Cuarrman. Thank you very much, Mr. Cocke. 

Mr. Cocke. Thank you. 

The Cuarrman. The next witness is Mr. Ball. 

We are glad to have you with us this morning, Mr. Ball. 


STATEMENT OF JOSEPH H. BALL, VICE PRESIDENT, STATES 
MARINE LINES, ACCOMPANIED BY A. J. THEIS, VICE PRESIDENT, 
STATES MARINE LINES 


Mr. Batu. It is good to be here, Mr. Chairman. 

The Cuarrman. Give your full name and background and that. of 
your assistant. 

Mr. Batu. Mr. Chairman and gentlemen of the committee, my name 
is Joseph H. Ball. I am vice preseident of States Marine Lines, and 
have been for the last 214 years. Before that I was with the Associa- 
tion of American Shipowners, and before that I was in Congress. 

Mr. colleague, on the left here, is Mr. A. J. Theis, who is vice presi- 
dent for the company also, who is in charge of our gulf operations. 

States Marine Lines owns 14 United States-flag vessels and oper- 
ates under time charter an average of about 36 additional United 
States-flag vessels. 

These 50 vessels are used interchangeably in our berth services from 
the United States Atlantic, gulf, and Pacific coasts to the United 
Kingdom, Europe, the Mediterranean, and the Far East, and also in 
our two intercoastal services: namely, the Pacific-Habana-Gulf gen- 
eral cargo service and the Pacific-Atlantic lumber. 

States Marine Lines is not subsidized but has an application for 
operating differential subsidy now pending before the Federal Mari- 
time Board. 

We regard the so-called 50-50 law as absolutely vital to the welfare 
of the liner services of the American merchant marine. 

We feel that a good way to illustrate the importance of the cargo 
involved in the 50-50 law to United States- flag berth operations is to 
cite the cargo statistics, and I hope the committee will bear with me for 
a few figures. 

We have checked our statistics covering the total cargo moving in 
the trades in which we operate berth services, and our own liftings 
during the first half of 1955. We found from our Census Bureau 
summary cards that the total cargo movement in this 6-month period 
from the United States to United Kingdom, Europe, the Mediter- 
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ranean, and the Far East was approximately 20,500,000 long tons. Of 
this, 6,650,000 long tons, or 32 percent, consisted of grains, fats and 
oils, cotton, dairy products, and fruits and vegetables, which com- 
prise nearly all of the agricultural commodities in the Census Bureau 
classification. 

If the coal shipments, which amounted to over 10 million long tons 
in these trades in the first half of 1955, and which move mainly in full 
cargo lots, are eliminated, then the agricultural commodities account 
for about 67 percent of the remaining exports in these trades during 
that period. 

In the first half of 1955 in the berth trades in which we operate 
about 39 percent of the cargo other that military cargo which our 
berth ships lifted consisted “of grains, fats and oils, cotton, dairy 
products, and fruits and vegetables, most of which was subject to the 
50-50 law. Clearly the agricultural commodities subject to the 50-50 
law are very important to our services. 

While the $277 million of commodities shipped under Public Law 
480 amounted to only about 9 percent by value of our total exports of 
agricultural commodities in 1955, we think this percentage is not a 
true measure of the potential of the surplus disposal programs. We 
understand the Government now holds some $8 billion worth of sur- 
plus farm products, and clearly if the disposal programs are success- 
ful the tonnages moving under them will increase, and probably in- 
crease very substantially. 

It may be said by the proponents of the pending bill that even 
if the 50-50 law were repealed, these commodities would still have 
to be shipped, and isn’t it logical to assume that United States flag- 
vessels would still carry a good portion of them ? 

It. is our considered judgment that if the 50-50 law were to be 
repealed, almost all of these commodities would move in foreign- 
flag vessels, for three main reasons: 

First. because of rate differentials between United States-flag and 
foreign-flag vessels. This, of course, applies primarily to full car- 
goes, but it also applies to liner cargoes of the bulk commodities 
like grain which are open rate commodities under most of the con- 
ference agreements and on which the liners negotiate rates which may 
be different for each parcel lifted, depending on charter market and 
other conditions which affect the freight rates. 

I would like to interpolate there that I listened to Mr. Cocke’s state- 
ment, and I do not think this is in conflict with his statement, that if 
50-50 were repealed freight rates on American exports probably would 
go up, because we agree with that. We think if 50-50 were repealed 
the frequency of U nited States- flag berth service inevitably would go 
down very substantially, and as it went down the influence of the 
American-flag lines in the conferences on the rate structure would 
decrease and the foreigners would have a greater opportunity, which 
they certainly would take advantage of, when the market permitted 
it, to raise freight rates. We would be at their mercy much more 
than we are today in that case. 

Second, most foreign governments are anxious to conserve their 
supplies of dollars, and one convenient way of doing this is to see to 
it wherever possible that shipments are made in vessels of their own 
flags. While United States-flag lines can accept local currencies for 
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freights to some extent and use such funds to disburse their vessels 
abroad, they are, of course, limited in the extent to which they can 
do this. 

Third, the foreign nationals who arrange for shipment of these 

‘argoes, either privately or through their government shipping mis- 
sions, tend to favor vessels flying the flag of their own country. 

It is our belief from experience that the third factor probably is 
the most important one, and that even if all rate and foreign-exchange 
difficulties were eliminated, without the 50-50 law, most, if not all, of 
the cargo now subject to it ‘would move in foreign- flag vessels. 

The inevitable result if this happened w ould be to reduce the per- 
centage of United States foreign commerce carried in United States- 
flag vessels even further below the present inadequate level, which, I 
believe, is less than 25 percent. This would happen despite subsidy, 
because no subsidy is an adequate substitute for cargo. 

The figures quoted above show that by far the greatest percentage 
of the agricultural commodities we are talking about consists of bulk 
commodities. These bulk commodities may move either in full-cargo 
lots in tramps or in parcel lots in liner vessels, but it is essential for 
the successful operation of a liner service that liner vessels be able to 
obtain bulk parcels of from 1,000 to 5,000 tons per vessel as base cargoes 
for the great majority of their sailin, gs, as there usually is not enough 
general cargo available to fill all ships on the berth at all times, con- 
sidering the large number of lines, both United States- and foreign- 
flag, now operating in the berth services from the United States. These 
bulk parcels enable the lines to meet changing conditions in the gen- 
eral cargo picture, as the size of the bulk parcel can be adjusted to ) the 
antic ipated supply of general cargo for any particular position. 

It would follow, then, that if the United States- fing lines are unable 
to obtain the bulk parcels necessary for their present frequency of liner 
service they would have to decrease that fr equency. That would lead 
to a downward spiral in United States-flag participation in total cargo 
liftings, because with less frequency the United States-flag vessels 
would find it more difficult to obtain the same partici pation in the 
general cargo movement. And, we repeat, subsidy is not a substitute 
for cargo. 

For these reasons it is our conviction that any weakening of the 
50-50 law, whether by passage of the bill now pending or by any other 
legislation, would deprive United States-flag berth services of a sub- 
stantial percentage of the cargoes they are now carrying and the 
revenues therefrom, and that this would, in turn, force a reduction in 
United States-flag services that would tend to spiral downward. The 
end result would be that the proportion of United States foreign 
commerce carried by United States-flag vessels would decrease to a 
much greater extent than can be measured only by the cargoes actually 
involved in the 50-50 law. 

At the present time and during the whole post-war period we 
have been operating American dry- ‘argo ships unsubsidized, which 
means each ship costs approximately $1 000 per day more to operate 
than it would if these ships were operated under foreign flag. We are 
hopeful this situation will be corrected through favorable action on 
our pending subsidy application. 

But, subsidized or unsubsidized, it is difficult for us to see where 
American-flag dry-cargo vessels are going to get their cargoes if they 
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do not get a portion of them from our own Government. Unquestion- 
ably the attitude of American shippers will be, “Why should we sup- 
port the American merchant marine with cargo if our Government 
does not”? Pressure usually is exerted by the foreign buyer to use 
the ships of his own country, but American shippers have been less 
inclined to insist on American-flag vessels. 

It is also difficult for us to see how any friendly foreign government 
would not want the United States Government to give at least 50 
percent of its business to American-flag vessels as our Army, Navy, and 
Air Force are all so dependent on our merchant marine, and, in turn, 
the nations with whom we are associated are dependent on these forces 
for purposes of defense. They would undoubtedly expect us in time 
of war to build sufficient additional vessels to carry defense measures 
to a successful conclusion on behalf of all. 

Without a strong, active American merchant marine in peacetime it 
is unlikely that either the shipbuilding facilities or the trained crews to 
man the ships when built would be available in an emergenc y. 

The Cuatrman. Mr. Tumulty ? 

Mr. Tumutry. All I can say is-that it boils down to the same prop- 
osition we are discussing. 

The 50-50 law is vital mainly because it gives you the business you 
need to maintain a minimum level of operation. 

Mr. Batu. Correct. 

Mr. Tumutry. If the same method of operation, or better, could 
be obtained without it, the 50-50 law would be unnecessary. 

Mr. Batu. Yes. 

Mr. Tumutry. I have no further questions. 

The Cuatrman. Mr. Seely-Brown ? 

Mr. Srety-Brown. No questions. 

The Cuarrman. Mr. Dingell? 

Mr. Dincetu. There is just one thing I would like to stress, and this 
is in the nature of repetition, Mr. Chairman. 

But you mentioned here that the $277 million worth of commodities 
shipped under Public Law 480 amounted to only 9 percent by value 
of our total exports of agricultural commodities in 1955, which means 
that the other 91 percent were free to go in any way that the foreign 
buyer or the American shipper or the people who were interested in 
that cargo desired. Is that not a fact? 

Mr. Bau. No, that is not correct. 

They amount to 9 percent by value. But that applies only to those 
moving under Public Law 480, the surplus disposal program. The 
other aid programs would bring that total up closer to the neighbor- 
hood of 25 percent of the total by value. 

We just do not have the statistics to translate that into tonnages. 
But I suspect, on a tonnage basis, it is considerably above 25 percent 
because much of it is grain, for instance, where the value was low com- 
pared to the tonnage. 

Mr. Dinoeti. Conceding then that it would only be on the order of 
25 percent, that would mean that 75 percent by value of American 

cargo would be free to go in any way that the buyer and purchaser, the 
shipper and so forth, might designate. And that would leave it ‘free 
then to those other foreign merchant marines which might carry it 
as they were able to in a freely competitive manner. Is that correct ? 
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Mr. Batu. Yes, that is correct. And they carry the most of it now 
that is not subject to 50-50. 

Mr. Dinceti. I have no further questions, Mr. Chairman. 

The CHarrman. Mr. Ray? 

Mr. Ray. No questions. 

The Cuatrman. Mr. Pelly? 

Mr. Pretty. No questions. 

The Cuamman. Mr. Casey? 

Mr. Casey. When you speak about the pending bill, that means, I 
suppose, the Case-Anderson bill in the Senate ? 

Mr. Batu. Yes. 

Mr. Casey. Not a bill pending here. 

Mr. Bauu. I thought at first there was a bill pending in this com- 
mittee, but I understand or I have been informed since then there 
is none, 

Mr. Casey. I think the record indicates previously during these 
hearings that we had a total of $3,148,000,000 worth of agricultur: ul 
exports during the fiscal year 1955, and that, of that, 25 percent or $806 
million was subject to 50-50. 

Mr. Batu. That is correct. 

Mr. Casey. Which means just about 25 percent. 

And we, therefore, are entitled by Public Law 664 to 1214 percent of 
the total exports. But of the balance of the 75 percent, the foreign 
merchant marines carry what percentage? Approximately. Do you 
have any idea? 

Mr. Baty. It would have to be a guess, but I will guess well over 
90 percent. I do not think much of it goes American flag. 

Mr. Casry. I have no further questions. 

The Cuamman. Thank you very much, sir. 

Mr. Batt. Thank you, Mr. Chairman. 

The Cuarrman. The committee counsel has something to read into 
the record. 

Mr. Casey. This is in response to a letter from you, Mr. Chairman, 
addressed to Moore-McCormack Lines, Inc., asking for testimony on 
the matter that is pending before the committee. 

In acknowledging that letter they state that the president of the 
company is out ‘of the country, and they ask that this statement be 
made a part of the record: 

Moore-McCormack Lines, Inc., are owners and operators of American-flag 
steamships operating on essential trade routes designated by the United States 
Maritime Administration, from the east coast of the United States to the east 
coast of South America (Brazil, Uruguay, and Argentina), also from the Pacific 
coast ports of the United States, via the Panama Canal, to the east coast of 
South America (Brazil, Uruguay, and Argentina) and, as well, from east coast 
United States ports to Scandinavia. 

During 1955 we carried, on vessels operating in Scandinavia, 111,000 tons of 
coal and 128,000 tons of various grains to Norway, Denmark, Sweden, and TF in- 
land. This is a total of 239,000 tons of coal and grain carried as part-cargo lots, 
or an average of approximately 4,500 tons on each of 53 sailings which our vessels 
made on this route during 1955. 

Shipments made under International Cooperation Administration agreements 
are so designated on charter parties or bills of lading covering such shipments, 
and we, therefore, are aware that virtually all of the aforementioned coal 
shipments were subject to the provisions of Public Law 664. However, when 
grain shipments are arranged, no indication is given as to whether it is com- 
mercial shipment or one of mutual aid. Accordingly, our records do not reflect 
which of these grain movements were subject to Public Law 664, although we 
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surmise that in a large part they were, since the commodities are farm products 
and in surplus supply. 

We submit that if we did not have a cargo-preference law, and if substantial 
portions of these cargoes had been permitted to move on foreign-flag vessels, we 
would have been forced, during this period, to drastically curtail our sailings 
to Seandinavia, which would have necessitated the layup of a number of our 
vessels for very substantial periods. 

In addition to the aforementioned coal and grain, Finland has concluded two 
agreements for cotton and tobacco. In the first instance we believe all the 
cotton was shipped on American-flag vessels from Gulf of Mexico ports, which 
ports we do not serve ; 85 percent of the tobacco moved on Finnish-flag vessels, and 
our vessels carried the other 15 percent of the tobacco after International Coop- 
eration Administration interceded with the Finnish Government on our behalf. 

In the second transaction to Finland we carried approximately 50 percent 
of the tobacco. In contrast to this, tobacco consigned to the Swedish Govern- 
ment tobacco monopoly, which is not subject to Public Law 664, was moved sub- 
stantially 100 percent on Swedish-flag vessels. 

In respect to South America, Argentina, and Brazil have concluded agreements 
with the United States Government for surplus commodities under Public Law 
480, title I. In the case of Argentina, a total of 80,000 tons of cottonseed oil 
was closed, practically all of which is moving out of the United States gulf ports. 
Our vessels from the United States ‘west coast to Argentina actually carried 
3,000 tons. None of this moved out of United States east coast ports. 

Brazil signed an agreement in the amount of $37.1 million to cover the pur- 
chase of wheat, feed grains, tobacco, and edible oils and fats; 250,000 tons of 
wheat have already been closed from United States gulf ports and an additional 
250,000 tons is in the process of negotiations and we hope to carry some of this 
business. We also expect to participate in the 50-percent American share of oils 
and fats to Brazil. 

We believe that from the above it will be readily understood by you and your 
committee how vitally important Public Law 664 is to our company. 


The Cuatrman. That concludes the hearings today. 

The witnesses tomorrow will be Mr. Stuart, president of the Tramp 
Shipowners Association and officials of other associations. 

We will recess until tomorrow morning at 10 o'clock. 

(Whereupon, at 12 noon, the committee was recessed, to be recon- 
vened at 10 a. m., Thursday, February 16, 1956.) 
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THURSDAY, FEBRUARY 16, 1956 


Hovsst or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10:15 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The CHammay. The committee will come to order. 

The first witn2ss this morning is Mr. Francis Greene. 

Mr. Greene, if you have any associates with you, you may bring 
them up. 

Mr. Greene. Mr, Chairman, if it please the committee, the entire 
American merchant marine is appearing here this morning as one 
united body, and we would all be very grateful if I could be joined 
at the witness chair by Mr. Robert Mayer, president of the Pacific 
American Steamship Association; Mr. Alexander Purdon, executive 
director of the Committee of American Steamship Lines; and Mr. 
Hugh Williamson, vice president of the Association of American 
Shipowners. 

We each have a very short statement to make, and then we would 
like to subject ourselves to all of the questions that the committee 
would like to ask as a group. 


STATEMENTS OF FRANCIS T. GREENE, PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE; ROBERT MAYER, PRESIDENT, 
PACIFIC AMERICAN STEAMSHIP ASSOCIATION ; HUGH WILLIAM- 
SON, VICE PRESIDENT, ASSOCIATION OF AMERICAN SHIP- 
OWNERS; AND ALEXANDER PURDON, EXECUTIVE DIRECTOR, 
COMMITTEE OF AMERICAN STEAMSHIP LINES 


Mr. Greene. Mr. Chairman and members of the committee, my 
name is Francis T. Greene. I am president of the American Merchant 
Marine Institute. Appearing with me are Mr. Robert Mayer, presi- 
dent of Pacific American Steamship Association; Mr. Alexander Pur- 
don, executive director of the Committee of American Steamship 
Lines; and Mr. Hugh Williamson, vice president of the Association of 
American Shipowners. Together, we represent the overwhelming pre- 
ponderance of American-flag shipping of all types, cargo liners, 
passenger liners, tankers and contract carriers, operating in all trades, 
from our Atlantic, Gulf, and Pacific coasts. 
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We should like to submit for your consideration and the record the 
document entitled “An Analysis of the Application of Public Law 
664 (50-50) to the Disposal of Agricultural Surplus under Title I 
of Public Law 480.” This was prepared by the Maritime research 
committee, composed of representatives of all the American shipping 
associations. 

(‘The document referred to follows:) 


AN ANALYSIS OF THE APPLICATION OF PUBLIC LAW 664 (50-50) TO 
THE DISPOSAL OF AGRICULTURAL SURPLUS UNDER TITLE I OF 
PUBLIC LAW 480 


Maritime Research Committee, Washington 6, D. C.: American Merchant Marine 
Institute, Inc., American Tramp Ship Owners Association, Inc., Association of 
American Ship Owners, Committee of American Steamship Lines, Labor-Man- 
agement Maritime Committee, Pacific American Steamship Association 


FOREWORD 


Agricultural exports which hit new highs during the Korean conflict fell off 
rapidly beginning late in 1952. Surpluses built up to alarming proportions. In 
Congress, emphasis centered on measures to overcome the farm surplus situation 
and stimulate the exportation of agricultural commodities. These measures 
involved the sale of price-support stocks tou commercial firms, donations for relief 
use, and the inclusion of sales for foreign currencies in the mutual-security 
program. This latter method proved a reasonable and effective means of surplus 
commodity disposal. In 1954, the 83d Congress continued substantial authoriza- 
tions for this purpose and established an additional program of sales for foreign 
currencies under title I of the Agricultural Trade Development and Assistance 
Act (Public Law 480). 

The same 83d Congress also enacted the Butler-Tollefson Act (Public Law 
664). This latter statute amended the Merchant Marine Act of 1936 to codify 
and extend in permanent legislation the 50-50 provision which had been incorpo- 
rated in earlier laws, including the Mutual Security Acts. It provides in sub- 
stance that at least 50 percent of the ocean transportation of only Government- 
financed commodities shall be furnished by privately owned United States flag 
commercial vessels, if available at reasonable rates, 

Under these programs, both United States farm and United States maritime 
interests participate and both play a vital role in the contribution America is 
making to world economic stability. 


SPEAKING FOR SHIPPING, BoTH LABOR AND MANAGEMENT 


We think the Congress and the public should know : 

With the world’s largest foreign-trade business, it is folly for the United 
States to rely on alien merchant ships to carry the bulk of our commerce; 

That currently a lion’s share, 81 percent of exports (exclusive of tanker 
eargoes) are carried on foreign ships—United States ships are carrying less 
than one-quarter, despite the application of 50-50 to Government cargoes: 

That the Merchant Marine Act sets forth that our commerce and defense neces- 
sitates the carriage of a substantial portion of our seaborne commerce, and that 
19 percent is dangerously far from substantial for either commerce or defense; 

That of recent years, tax-generated cargoes have constituted a most substan- 
tial part of the business of American-flag freighters : 

That efforts are currently underway, here and abroad, to cut the rug from 
under United States ships in transporting half of our own Government-financed 
cargoes. 

We take this opportunity to clear the record and state once and for all: 

That American agriculture and industry need an American merchant marine 
as the first line of commerce and the fourth arm of defense ; 

That the 50 percent principle does not and never was intended to apply to 
commercial transactions ; 

That no possible way exists under the statutes governing 50—50 for it to be a 
deterrent to any Government program involving overseas shipments ; 

That to alter the 50-50 statute (Public Law 664) in any unjustifiable way 
would have as serious an impact on American shipping as would be the impact 
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on the farmer of doing away with the surplus disposal statute (Public Law 480) ; 
That to do away with 50-50 cannot possibly solve the farm problem, but it 
will certainly create a shipping crisis ; 
That a careful review of the facts in the following pages will demonstrate the 
importance of supporting the 50-50 principle as a minimal device for guarantee- 
ing a healthier American merchant marine for use in peace and war. 


MARITIME RESEARCH COMMITTEE. 
I. THE FARMER AND THE AMERICAN MERCHANT MARINE NEED EAcH OTHER 


A. THE PROSPERITY OF AMERICAN AGRICULTURE IS ESSENTIAL TO AMERICAN MERCHANT 
MARINE 


Farm exports drop 


No industry understands the impact of agriculture on its own prosperity better 
than shipping. American ship operators are fully aware of the drop in United 
States farm exports in recent years from a high of 30.2 percent of total export 
dollar volume in 1949 to about 19 percent today. 

Shipping deeply concerned 

Naturally, since most farm exports go by water, American shipping is deeply 
concerned with restoring a high level of agricultural goods moving in interna- 
tional trade. The maritime industry has, therefore, consistently and actively 
supported legislation, such as Public Law 480, to promote shipments of agricul- 
tural products overseas, over and above those moving in normal commercial trade. 


B. SIMILARLY, AMERICAN EXPORTERS RELY ON AVAILABILITY OF UNITED STATES FLAG 
SHIPS 


Merchant marine a national necessity 

The United States, as the primary world power, cannot afford to subject its 
foreign trade to the vagaries of foreign merchant fleets. No segment of the 
American economy has more to gain or lose in this connection than agriculture. 


Nonavailability of ships proves costly 


Our merchant marine in the past has seldom been adequate tu meet our com- 
mercial needs, especially in times of crisis. At the start of World War I, the 
ships we had were mostly noncompetitive and so few in number that we were 
able to carry only 9 percent of our foreign commerce. The American farmer 
was at the mercy of foreign ship lines. Upon the outbreak of war, foreign ships 
deserted our shores to serve elsewhere, and freight rates skyrocketed. (General 
cargo rate increased 1,452 percent between 1914 and 1918.) Outbound freight 
piled up on the docks, and our exports, including farm shipments, suffered. The 
1926 general strike in Britain shut off from American commerce many foreign- 
flag ships upon which farmers had come to depend. Again, cargoes backed up at 
east coast piers. Markets were lost. Cargoes spoiled. When World War II 
broke out, the country had the beginnings of a modern merchant marine, which 
was adequate to carry about 30 percent of our foreign trade. Nevertheless, a 
shortage of vessels again developed, but rate increases were normal in terms 
of other prices (57 percent increase in general cargo rate, 1939 to 1945). Our 
rapidly expanded shipping needs were met only by a frenzied and costly ($12.5 
billion) shipbuilding program. 

But aveilabilitu pays off in dollar savings 

Korean hostilities brought American farm exports and shipments of bulk 
commodities to new highs. Demands for additional ocean shipping space could 
have resulted in a boom in world freight rates but for the fact that we had a 
large private American fleet in operation and an adequate supply of vessels 
available in the United States reserve fleet. Reserve ships operated by private 
companies were put into service. The goods moved, and the freight rates 
remained at reasonable levels. The FOA has estimated freight savings re- 
sulting from the availability of American-flag ships of about $245 million on 
Government-financed shipments alone during fiscal 1952. 

Thus, in the long history of our vacillating maritime policy, the first positive 
evidence of the dollar savings of an available and adequate American fleet was 
clearly shown. This lesson should not be forgotten. 
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‘Cc. CONGRESS HAS FULLY RECOGNIZED BOTH THE FARM PROBLEM AND THE SHIPPING 


PROBLEM 
Why farm and ship subsidies 


Certain shipping operations receive a subsidy from the Federal Government 
by reason of the disparity between United States and foreign costs. Certain 
farm operations receive Federal subsidy by reason of the disparity between 
farm and city prices. Both disparities are a national problem and have been 
acted on by Congress. Few would deny the need for continuing aid to both 
on a reasonable basis. 


Farms and ships both benefit from United States forcign aid programs 


Further, Congress has made other supplemental provision in law to assist both 
farm and maritime industries. In all foreign-aid programs since 1948, sub- 
stantial movements of farm products were provided. In the same acts, provision 
has been made that 50 percent of Government-financed cargoes should be car- 
ried on United States ships. Again, few would deny the wisdom of this 
reasonable participation of both farm and maritime in Government programs. 


Public Law 480 for surplus disposal 


In the 83d Congress, laws were passed to continue the beneficial farm and 
maritime features of previous foreign aid acts. Public Law 480 allowed Com- 
modity Credit Corporation to exchange for foreign currencies $700 million (in 
CCC cost) (later amended in 84th Cong. to $1,500 million) of surplus farm prod- 
ucts overseas. In a real sense, Public Law 480 is a latter-day solution to the 
age-old dollar-gap problem, and permits consumption now of United States 
farm products by nations which can’t buy them with dollars. 


Public Law 664 for maritime benefit 


The 83d Congress also passed Public Law 664, which made permanent in 
law the principle established in 10 previous foreign-aid acts,* namely, that 
whenever Government-financed cargoes are shipped overseas, 50 percent of 
such tonnage should move in United States-flag vessels, if available at reason- 
able rates. 

Il. WHat 50-50 MrANS TO THE MERCHANT MARINE 


A. WHY 05-50? SOME PRACTICAL LESSONS FROM HISTORY 


Foreigners wanted it all 
Congress gave 50-50 


In 1948, during Marshall plan discussions, it was proposed to donate 500 
United States merchant ships to European nations exclusively to carry the 
high volume of agricultural and industrial products which were envisioned. 
American-flag ships were apparently to be left out in the cold, except for what 
crumbs the recipient nations (who would be given control of all shipments) 
might care to give. In rejecting this ridiculous proposal, Congress stepped in 
and provided that 50 percent of aid cargoes would go in United States ships. 
And despite attacks upon 50-50 every year since 1948, Congress has ruled each 
time in favor of an American merchant marine. 


Historical precedent 


This idea is not new. In 1904, Congress mandated that all military support 
cargoes go overseas in United States vessels (resulting from the bitter experi- 


1 Provisions of this type have been included in the following statutes: 


Public Law No. Congress Title 


80th | Economic Cooperation Act of 1948 
Sist__. Feonomic Cooperation Act of 1948: Amend. 
Rist | Mutual Defense Assistance Act of 1949. 
81st | Far East Feonomic Assistance Act of 1950. 
| 8ist__- Yugoslav Emergency Relief Act of 1950. 
82d. __- India Fmergency Food Aid Act of 1951. 
| 82d Mutual Security Act of 1951. 
83d Pakistan: Transfer of price-support wheat to. 
83d Mutual Security Act of 1954. 
83d.... Mutual Security Appropriation Act, 1955. 
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ence of the Spanish-American War when we relied on foreign colliers to fuel 
our Navy). Again in 1934, Public Resolution 17 expressed the intent of Congress 
that 100 percent of cargoes financed through Government loans should go in 
United States vessels. 


50-50 deemed equitable solution 


In 1948, certain American maritime interests wanted to press for 100 percent 
United States flag participation, using the 1904 and 1934 statutes as precedent. 
But the more equitable philosophy prevailed and 50 percent was established. 
As a matter of practice even the 1934 expression of 100 percent is now admin- 
istered as 50-50, with no objection from the maritime industry. 


&k. THE MERCHANT MARINE IS BELOW PAR TODAY, ONLY 19 PERCENT OF UNITED STATES 
EXPORTS GO IN OUR OWN FLAG SHIPS 


Present carriage inadequate 

Note was made earlier of a slowing down of agricultural exports in recent years. 
Likewise, our merchant marine’s strength as indicated by its participation in 
total United States trade has declined. The Merchant Marine Act of 1936 sets 
as a goal the carriage of a substantial portion of our foreign trade. “Substantial” 
has been legislatively interpreted to mean 50 percent. In the early postwar 
vears, we did carry 50, 60, even 70 percent. But at present United States vessels 
carry only 19 percent of exports, including Government cargoes. 
And dangerously low 


For a nation so deeply involved in foreign trade as ours, and one which 
relies on its active merchant ships as a first line of commerce and fourth arm of 
defense, a mere 19 percent is not substantial, no matter how it is sized up. The 
military has repeatedly labeled as inadequate our present merchant fleet. Sta- 
tistics tell this sorry tale. (See table.) 

Our depleted fleet 

The number of United States flag dry-cargo merchant vessels active in our 
waterborne commerce has dropped from 1,400 in 1952 to 679 at present. This is 
a postwar low. It is far short of the 1,085 dry-cargo vessels which the Navy * 
has testified should be kept active as an instrument of national defense. The 
number of dry-cargo vessels receiving direct financial aid from the Government 
has ranged between 266 and 260 over the period. 


50-50 BASED ON RECOGNITION THAT TO HAVE A MERCHANT MARINE IT MUST 
HAVE CARGO 


Purpose of 50-50 is forthright and reasonable 

The purpose of the 50-50 shipping principle is solely to assure that a reasonable 
proportion of cargoes financed with taxpayers funds go to support our country’s 
own merchant fleet. Government aid cargoes have aggregated almost half of 
all dry-cargo export carryings of United States flag ships since 1948. Lacking 
such cargo our merchant marine could not be maintained at anywhere near 
even its present level—our national security would be weakened, employment 
lost, and tax returns and other financial benefits to the Government reduced. All 
are matters of national concern. 


Alternative is to pay double 


Only a hard core of rabid internationalists still think America should not 
have a merchant marine. Present United States maritime policy is widely sup- 
ported now and has many advocates in inland States as well as in coastal areas. 
Paradoxically, however, many who favor an American merchant marine dismiss 
the necessity of offering it cargoes to carry. They suggest direct subsidy in lieu 
of ships working for their living. Reduced to the simplest terms, they are 
willing to have foreign vessels carry the cargo and the American taxpayer sub- 
sidize empty space on American ships. Congress has found 50-50 much the 
sounder and cheaper program. 


2Statement of Rear Adm. R. E. Wilson, Deputy Commander, MSTS, Department of De- 
fense, before the Senate Interstate and Foreign Commerce Committee, June 16, 1953. 
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United States overseas trade—Excluding Great Lakes and nearby Canada 


[Dry-cargo traffic, long tons, thousands] 


1946 1950 


Flag of vessels Exports Imports Exports Imports 


Tons | Percent! Tons | Percent Tons | Percent Tons | Percent 











i 
Total 47,812 | 100 16, 692 | 100 | 27,374 | 100 | 30,891 | 100 
United States 33, 877 71 10, 917 65 | 9, 862 | 36 | 11, 567 | 37 
Foreign __. 13, 935 29 5, 775 35 17, 512 64 19, 324 63 
1954 First 9 months of 1955 
Flag of vessels ’ : a So 
Exports Imports Exports Imports 
= 2 

Tons Percent Tons Percent Tons Percent fons | Percent 
Total S 43, 047 100 38, 623 100 50, 212 | 100 30, 812 | 100 
United States : 9, 794 23 11, 872 31 9, 656 19 8, 934 | 29 


| i | 
. ie eee | | | 


Foreign... -. ie ‘ | 33, 253 77 | 26,751 | 69 | 40,556 81} 21,878 


Source: Bureau of the Census, 
ILI. NATURE OF CRITICISM CONCERNING PuBLic Law 664 (50-50) 
A. FOREIGN ORIGIN OF CRITICISMS 


Foreign critics ignore huge benefits already received 

Criticism of 50-50 has arisen because its purpose is not understood and its 
eect misrepresented. Basically this criticism has originated in foreign mari- 
time nations where it is motivated by narrow private interests and carefully 
calculated to create anti-50-50 sentiment in this country in order to obtain 
farm support for its elimination. Furthermore, foreign maritime interstate 
interests ignore the huge benefits that have redounded to them in our various 
postwar overseas programs.* 


®’ Briefly stated these benefits have been : 

(a) Sales to foreign purchasers of 1,113 vessels, on terms and conditions identical to 
those offered American buyers under the Ship Sales Act. 

(b) Through the use of ECA, and other foreign aid counterpart funds, the rebuilding 
of foreign shipyards, and other maritime facilities as well as the construction of modern 
highly competitive ships to the extent of $350 million. 

(c) Participation in carriage of over 65 percent United States aid cargoes since 1945 
In this connection, the 50-50 principle is a misnomer. This arises because about one-half 
of our aid cargoes are purchased overseas (off-shore procurement), and move on foreign 
flag vessels by reason of the nonavailability of American ships in “cross trade’ (between 
the supplying country and the recipient country). It is well known that American ships 
trade almost exclusively on routes to and from the United States. Statistics supplied b) 
the International Cooperation Administration demonstrate this: 


ECA-MSA-FOA total traffic, April 1948 to December 1954 


[Tons of 2,240 pounds] 























chi : tk United States} United | , alli a 
Shipments lotal flag States | Foreign flag | Foreign 
Percent Percent 
From the United States. . : 81, 293, 394 44, 748, 781 | 55.0 36, 544, 613 45. ( 
From offshore - -- eatin ae 78, 124, 199 10, 214, 226 13. 1 67, 909, 973 86. 9 
Total from United States 
ond queens... 6.5... css 159, 417, 593 54, 963, 007 | 34.5 | 104, 454, 586 | 65. 5 


Source: Foreign Operations Administration, special tonnage reports. 
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Also dominate United States commercial exports 


Coupled with the assistance received from America in the postwar period, 
foreign merchant fleets have succeeded in dominating our strictly commercial 
exports to the extent that they now carry over 75 percent of free dollar ship- 
ments. The Butler-Tollefson Act prevents a similar domination over Govern- 
ment-financed cargoes. 


B. FOREIGN OBJECTIVES MADE CLEAR 
Criticism is misdirected 

Publicity, foreign shipowners condemn our 50-50 shipping provision with the 
argument that “it is * * * used as a pretext for flag discrimination in many 
forms by other nations in their normal commercial trade.” It may be that cer- 
tain countries, in efforts to build up a merchant marine of their own, have resorted 
to preferences which have a surface similarity to our 50-50 provision. How- 
ever, the vital concept that our 50-50 is directed solely to Government generated 
cargoes is a distinction which must not be overlooked. 
ind calculated to antagonize agriculture 

Foreign criticisms are presently concentrated on the generation of misleading 
information and other pressures * against the application of 50-50 to the sale of 
surplus agricultural commodities under title I of the Agricultural Trade Develop- 
ment and Assistance Act of 1954 (Public Law 480). They contain just enough 
half-truths to be plausible to those with little maritime experience. It is not 
surprising, therefore, that the farm audience in the United States, whose rightful 
objective is the attainment of a maximum of surplus commodity disposal, should 
be confused. Foreign criticism is understandable and can be placed in its proper 
perspective. The criticism from American agriculture, however, because of an 
historical affinity and vast area of mutual interest, is a matter of deep concern 
to the maritime industry. 


Cc. THE CRITICISMS DEFINED 


Reduced to their simplest terms, these criticisms are that 50-50— 

(a) Should not apply to Public Law 480 transactions since these are of a 
commercial nature, 

(b) Impedes the Government in negotiating disposal agreements. 

(c) Increases the cost to purchasing countries. 

(ad) Reduces the amount of total disposal that can be made with agriculture 
funds available. 

IV. THE CRITICISMS ANSWERED 


A. SURPLUS TRANSACTIONS ARE NOT COMMERCIAL SALES; IN FACT, PUBLIC LAW 480 
REQUIRES THAT THEY BE NONCOM MERCIAL 


Among those who understand and approve the application of the 50-50 shipping 
principle to aid and gift cargoes, are some who mistakenly object to this clause 
as applied to Public Law 480 on grounds that sales for foreign currencies are 
involved. This claim must be examined from two aspects: 


{1 question of semantics 


(1) The nature of the transaction itself—Misuse of the word “sales,” the 
superficial acceptance of local currency, and the fact that commercial channels of 
trade are used, creates an aura of bona fide commercial enterprise. Upon close 
examination, however, the noncommercial nature of these transactions becomes 
manifest. 


Commercial channels no criterion 

The use of comercial trade channels is neither a decisive factor nor a reliable 
criterion for evaluating the nature of these transactions. It has long been the 
policy of our country to use commercial channels even in the distribution of 
foreign aid ° under the mutual security programs. 

*Some 40 articles, speeches, and editorials in the Europen press (English language only) 


have been noted since the passage of the 50-50 act. 
>See. 112 (h), Foreign Assistance Act of 1948, and subsequent foreign-aid legislation 
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Defined as those in excess of normal trade 


Not only are other elements of commercial transactions completely lacking, 
but by definition “a surplus agricultural commodity” under Public Law 480 
can only be one which among other standards must be in ‘excess of anticipated 
exports for dollars.” In other words, these transactions must be beyond those 
which normally would take place in day-to-day commercial export trade. Also, 
as purchasers, the foreign governments must agree that the undertakings for 
local currency will be above normal commercial dollar purchases, 
Government-to-Government sales losses involved 


In addition, it should be noted that negotiations are on a Government-to-Gov- 
ernment level, in which the United States as the seller is not interested in mak- 
ing a profit. In fact, almost without exception these sales are at losses borne 
by the American taxpayer. Fiscal 1955 Public Law 480 commitments equal 
$468.8 million in CCC costs; foreign currency to be received in payment equals 
$360.8 million (market value). Prices are set by commercial standards but at 
levels which will not disturb overseas market conditions either in the consuming 
nations or for alternative suppliers outside of the United States. 


Only the Government will accept payment in foreign currency 

Moreover, the acceptance of nonconvertible currencies on 20- to 40-year 
deferments, and other conditions of sale reflect inducements made by this coun- 
try which could never be made by a commercial exporter. 

For the foregoing reasons, there appears no question that lacking Government 
initiation and the use of public funds, these transactions could not take place. 


White House confirms noncommercial aspect 


Moreover, it is of significance to note that the President in signing into law 
the expanded Public Law 480 program expressed his hope that there would re- 
sult “an eventual replacement of this program by expanded commercial sales.” 


What do we do with what we get? 


(2) The use of the foreign currency receiver.—The noncommercial complexion 
of these sales for foreign currencies is starkly revealed by an examination of 
the disposition of foreign currency received by us as payment. 


Planned use of foreign currency under Public Law 480 as of Dec. 381, 1955 


| 
* i ae Percent 
. Percent Percent 
aid nonaid 


Market development (sec. 104-a) . 
Purchase of strategic material (sec. 104-b) _ - 
Military procurement (sec. 104-c) 
Purchase of goods for other countries (sec. 104—d) - 
Grants for multilateral trade and economic develop- 
ment (sec. 104-¢) 
Payment of United States obligations (sec. 104-f) _- 
Loans for multilateral trade and economic develop- | 
ment (sec. 104-g) | 35. f r 46.8 
International educational exchange (sec. 104—-h) - 5. 1.0 


Total signed agreements - _ - : “2 503. 55 


100. 0 66.8 


1 Includes $15.2 million for which the United Kingdom will construct and make available to U.S. Armed 
Forces dependent housing in Britain. 


Source: Basic data from the President’s 2d and 3d progress reports on Public Law 480. 


Two-thirds to help other nations 


It is noted from the above that 67 percent of the foreign currency proceeds are 
either given back or loaned back to the recipient nation, or used for the direct 
benefit of the economy of the purchasing country or a third country. As such 
they take on the aspects of foreign “aid.” Only a minor portion (33 percent) 
has any conceivable “nonaid” implications. 
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Even what we use we have plenty of already 


However, even the portion classified as nonaid may be questioned by some 
since the United States has substantial holdings of virtually all classes of 
foreign currency,’ and our expenditures of local funds overseas need not be met 
by foreign funds generated by this program. 


Currency use virtually same as in foreign-aid programs 


It is enlightening to compare the disposition of local currency proceeds ob- 
tained under Public Law 480 with those obtained under the mutual security 
program. 

Under the mutual security programs, 90-95 percent of foreign currencies de- 
rived are retained for the country’s own economic and military development. 
During the fiscal years 1954 and 1955, slightly more than $700 million worth of 
farm surplus was disposed of under the mutual security program.’ Actually 
section 402 of the Mutual Security Act of 1954 specifies that “foreign currency 
proceeds accruing from such sales shall be used for the purposes of this Act 
(Mutual Security), and with particular emphasis on the purposes of section 
104 of the Agricultural Trade Development and Assistance Act of 1954 which are 
in harmony of the purposes of this Act.” 

With but minor difference 


The only significant difference between the mutual security and Public Law 
480 programs in foreign currency use is that under the latter about 26 percent 
of the funds will be used to pay “United States obligations” abroad. 

A hair-thin distinction 


It is, at best, a hair-thin distinction to recognize the 50-50 principle when 
90-95 percent of the local currency generated is channeled into foreign aid, and 
reject the principle under Public Law 480 transactions when the assistance 
aspect, as shown in table on page 9, is still the major feature. 


B. PUBLIC LAW 664 IS NOT A REAL FACTOR IN REFUSALS TO BUY 


Program ahead of schedule 


As of June 30, 1955, title I agreements had been signed with 17 foreign govern- 
ments. These totaled, at CCC cost, approximately $468.8 million. Thus, two- 
thirds of the $700 million initially allocated to the program for a 3-year period 
was committed by the end of the first fiscal year. As a matter of fact, progress 
was so encouraging that Congress in its last session increased the ceiling from 
$700 million to $1,500 million. In the 6 months, July 1, 1955—-December 31, 1955, 
additional agreements were signed (involving 11 countries) amounting to $210.7 
million in CCC costs. Since the first of the year (to January 24, 1956) an addi- 
tional $90.4 million of agreements (CCC costs) have been signed. Thus, as of 
today, the total progress of the program is approximately $769 million in CCC 
costs. This is somewhat more than half of the $1.5 billion goal, and we are 
at the halfway mark in the point of time. 


Foreign purchase refusals eraggerated—Objecting nations bought farm surplus 
under 50-50 before 


There have been allegations that certain foreign nations have delayed or 
refused to conclude purchase agreements under the title I program because of 
their objection to the 50-50 provision. Publicity given to these contentions may 
stem in some degree from the fact that when Public Law 664 was being con- 
sidered by the Congress, diplomatic notes attempting to influence this legislation 
were received from nine European maritime nations and introduced into the 
record by the Department of State.* For these countries, however, their objec- 
tion can not be one of principle since in spite of such protests all of these coun- 
tries with the exception of one have concluded agreements for the purchase of 
surplus agricultural commodities for local currencies under other United States 


® Dollar value of foreign currency balances in the accounts of the United States Treasury, 
52-55: June 30. 1952. $43.797.139: June 30. 1953, $33,932,278; June 30, 1954, 
$165.367.705 : Tune 30, 1955, $164,458,521. : sae 
7As of June 20. 1955, foreign currencies received totaled $216,329,000 under sec. 550, 
and $485,.758,000 under sec. 402, of the Mutual Security Acts. a 5 
8 Nine countries and dates of protest: United Kingdom, May 3, 1955; West Germany, 
May 3, 1955: Norway. May 4, 1955: Sweden, May 4, 1955; Denmark, May 4, 1955: Nether 
lands, May 6, 1955: Italy, May 7, 1955; Finland, May 12, 1955; Spain, June 8, 1955. 


gq 
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Government programs in which the 50-50 provision prevailed, as shown in the 
following table: 


Purchase of surplus United States agricultural commodities for local currency 
under secs. 550 and 402 of mutual security acts 


[24 months ending June 30, 1955] 
Country Millions 
United Kingdom 
West Germany 
Norway 
Sweden 


Italy 
Finland 
Spain 


Total 


Truth about the Denmark refusal to buy 

With respect to only one country (Denmark) is there specific claim that a 
Public Law 480 transaction has been refused due to the 50-50 shipping provision. 
But under section 402 of the Mutual Security Act of 1954, Denmark agreed to pur- 
chase $4 million of United States agricultural surplus including ocean transpor- 
tation charges *° even though cargo preference applied. It is not difficult to under- 
stand their refusal to purchase under Public Law 480 since their needs for agri- 
cultural products from the United States were otherwise satisfied. During fiscal 
1953 Denmark purchased less than $4 million worth of grains from the United 
States, and virtually none (about $150,000) during fiscal 1954. The fiscal 1955 
purchases ($4 million) under mutual security were, therefore, the equivalent of 
their total grain requirements from the United States for the preceding 2 years. 
Under these circumstances, they would be in a position to attribute their dis- 
interest in additional United States farm products to the 50-50 shipping provision 
and thereby further their previously announced policy of opposition to our cargo 
preference law. 
Can't blame 50-50 

The record does not indicate any holdback of agreements. Sut if, in fact, 
there might have been more sales made than were made, it must be conceded that 
50-50 should not be singled out as the cause. The press has been full of state- 
ments pointing out a myriad of other causes as to why more agreements aren’t 
being made. Most of these are reasons which are far more overriding and 
fundamental than 50-50. 


House committee disproved any claim of shipments delay 

During the initial stage of the present program some complaints were voiced 
in the press that Public Law 664 was the cause of numerous delays. To deter- 
mine the validity of such accusations the House Merchant Marine and Fisheries 
Committee, after a thorough airing of the subject, and after hearing Agriculture 
Department and other Government witnesses, concluded: ‘There is no basis in 
fact whatever for the charge that shipments to foreign countries of surplus agri- 
cultural commodities are being delaved by reason of the Cargo Preference Act.” 


* Denmark, sec. 402 agreements 


Allotment date Amount 


Nov. 23, 1954 $1, 700,000 $1,190,000 bread grains. 
Feb 15. 1955 1, 700, 000 | $2,330,000 coarse grains. 
May 29, 1955 §00, 000 | $480,000 ocean transportation. 


Total 4, 000, 000 
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50-50 CANNOT INCREASE THE COST TO THE PURCHASING COUNTRY 







Freight costs at world market rate 


The price of Public Law 480 farm surplus laid down overseas is identical re- 
gardless of the flag of vessel carrying it. This arises because foreign currency 
expenditures, which are the only real terms of payment for the purchasing 
nations, are the same whether their own or American-flag or other foreign-flag 
vessels are used. Ocean transportation is financed by the Commodity Credit 
Corporation only to the extent dollar freight financing is specified in the basic 
agreement. By regulation, local currency must be deposited by the purchasing 
country for the ocean freight so financed, but only to the extent of current 
freight rates prevailing in the world market. 

“The importing country will not be required to deposit foreign currency for the 
umount of ocean freight differential * * for the tonnage involved” (7 C. F. R. 
11.12 (¢c) (2) (v)). 

Thus, any differential which may be paid to American vessels as a program 
cost has no bearing upon the price paid for commodities by the purchasing coun- 
try. If our farm products are noncompetitive with foreign products, it cannot be, 
because of 50-50. 


























D. 50-50 CANNOT SIGNIFICANTLY REDUCE THE AMOUNT OF TOTAI 
UNDER PUBLIC LAW 


TRANSACTIONS 





480 


Only one of many costs 




























Ocean transportation is only one of several items which, when taken together, 
comprise the overall cost factor which must be applied against the expenditure 
ceiling of $1.50 billion established by Congress. The most substantial item, of 
course, is the CCC investment in the commodities made available for export. 
Aiso of importance is the cost of domestic rail transportation, truck transporta- 
tion, processing costs, Warehouse costs, transfercharges, ete., which are part of 
CCC cost and are variously estimated to be 15 to 20 percent of program cost. 

There are two distinct ways in which dollar financing of ocean freivht tures 
place in the Public Law 480 program, only one of which has any relationship 
to Public Law 664: 


Nothing to do with 50-50 


(1) With respect to certain country agreements, the dollar financing of up 
to 100 percent of the transportation involved becomes a condition of sale, and 
has nothing to do with any 50-50 requirement. Such total dollar financing of 
freight occurs in connection with shipments to countries which do not have a 
substantial merchant marine of their own and whose currencies are not accep- 
table for purchase of required shipping services elsewhere. In five of the pro- 
grams, dollar ocean freight financing is of this tvpe, and would be necessary even 
without 50-50. The ocean freight allocated for these programs represents 52 
percent of all the dollar ocean freight allocations to date (January 24, 1956). In 
these programs our Government is paying dollars to finance up to 50 percent of 
the transportation aboard foreign ships. 


Less than half of dollar freight stem from 50-50 


(2) The second aspect of dollar financing of ocean transportation may be 
attributable to Public Law 664 under certain circumstances only. This occurs 
in those country programs where the CCC might not otherwise have financed 
half of the ocean transportation involved. These are countries which 
have ships of their own or currency acceptable to ship operators. 






either 
However, a 
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maximum of only 48 percent of all ocean transportation allocations to date can 
be attributed to this situation (see table below). 


Dollar financing of ocean freight under title 1, Public Law 480, as of Jan. 24, 1956 
(based on programed cost) 


CCC cost Ocean trans-| pp, | 
(excluding portation I — of | Total ccc 
ocean trans- financed freight cost 
portation) | 6 





(1) Programs requiring major dollar financing 
of freight by country agreement: 
Korea ! = 2 
Thailand ! 
Turkey ! 
Yugoslavia 2 
Pakistan ? 


(2) Programs requiring 50 percent dollar financ- 
ing of freight: 


Other country programs 


Total programs 


1 This program involves 100 percent financing of ocean transportation by CCC. 


2 This program involves ocean freight financing by CCC of 81 percent of the wheat and 100 percent of the 
cotton 


’ This program involves 100 percent financing of ocean transportation by CCC except for a portion of the 


cotton which is being shipped directly to third countries for which only 50 percent of the ocean transportation 
is being financed. 


Source: Basic data from USDA FAS/FTP table dated Jan. 6, 1956, supplemented by FSD announces 
ments 6-56, 12-56, and 15-56, 


Magnitude of rate differential between United States and foreign-flag ships 

There have been repeated implications that a freight rate differential (excess of 
United States over foreign-flag rates) always exists. This implication is mani- 
festly erroneous and lies at the heart of some of the most outspoken criticism of 
our 50-50 legislation. 


Foreign and American rates are sometimes equal 

Actually for shipments on liner vessels (regularly scheduled service on fixed 
routes under which rates are published and identical regardless of nationality of 
ship) a differential virtually never exists. Liner cargo ships constitute about 
90 percent of our freighter fleet. Freight rate differentials are almost exclusively 
concentrated in the tramp vessel category. Tramp ships operate on no fixed 
route, with no schedule and their rates are determined purely on momentary 
supply and demand. A differential usually occurs in the tramp category although 
the difference between American and foreign tramp rates is much less, percent- 
agewise, than the disparity between American and foreign ship operating costs 
(average operating cost differential—60 percent; average tramp rate differen- 
tial—12 to 20 percent.) Furthermore, world tramp rates are currently going 
through a cycle where the spread between American and foreign tramp rates is 
rapidly being reduced and, in fact, in some instances, the gap has been completely 
closed.” 


Differential is less than 0.8 percent of program cost 

An analysis of freight costs of Public Law 480 shipments to date reveals that 
the differential is running at less than 1 cent per dollar (0.8 percent) of CCC cost 
of shipments. (38 million to 368 million.) 
And will become less 


It is important to note, however, that the degree of rate differential is at pres- 
ent at a maximum and will tend to become relatively smaller as the programs 
proceed. This is so because 62.3 percent, by value, of the shipments so far have 
been tramp type cargo (grain) whereas only 42.6 percent of the total program 
announced as of December 31, 1955, will be cargo of the tramp type. Further- 
more, on the basis of actual shipments under other surplus agricultural programs 
in the past, only about 25 percent, by value, was susceptible to tramp carriage, of 


1% Source: American Tramp Shipowners Association, from public records of charter fix- 
tures, November 1954 to October 1955. 
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which a considerable part (as much as 40 percent) moved on liner vessels. Thus, 
as more characteristically liner-type commodities begin to move under the pro- 
gram (cotton, tobacco, dairy products, etc.), the normal preponderance of liner 
use will increase and the consequent reduction in the relative significance of the 
tramp differential will become manifest. 


Removing 50-50 no saving 


Let us eXamine the cost of the freight differential to United States ships from 
the standpoint of savings to the Public Law 480 program. More specifically, 
let us examine the alternatives, in terms of cost, of eliminating the United States 
tramp vessel from participation. Such a move would force the lay-up of a 
substantial number of tramp ships, thereby eliminating them from the world 
market. And since world tramp rates are a product of the supply and the de- 
mand for ships at any given moment, it is at once evident that removing a 
substantial number of ships would have the effect of raising rates. It could be 
only a matter of months, or weeks, before foreign rates, by reason of reduced 
American availability would rise and any saving hoped for would vanish in thin 
air. The program would be worse off, and the American merchant marine would 
have suffered a severe setback. 

(One need only look at recent history to know that laid-up ships bring pressure 
for transfer to foreign flag. The inevitable hue and cry in Congress when such 
pressure begins is “Why don’t we give the ships our own Government cargoes to 
carry?’ The argument has then gone full circle and we met ourselves coming 
back. ) 

Other Government agencies wili augment CCC ceiling 

This further point is worthy of note in connection with the charge that the use 
of United States-flag vessels infringes on CCC expenditures. The total amount 
of authorized title I transactions is not accurately represented by either the orig- 
inal $700 million ceiling in Public Law 480 or the present ceiling of $1.5 billion. 
Actually, reimbursements to CCC in dollars for local currencies used by other 
Government agencies creates a type of revolving fund whereby those moneys 
again become available to CCC for further export transactions. The total 


amount of sales is actually expected to exceed the quoted ceiling figure bv ap- 
proximately 25 per cent.” Thus, almost $1.8 billion may ultimately be available 
depending on the extent to which dollars are reimbursed to CCC by other Gov- 
ernment agencies. 


Dollar drain on program improbable 


The only point in time when dollar freight payments of any kind may be said 
to detract from the total of commitments CCC can make is when the total of both 
the CCC limit ($1,500 million) and the returns from sales of CCC-held currencies 
to other Government agencies (estimated 25 percent or $288 million) has almost 
heen reached. 

When this remote point in time is reached, however, CCC will be using funds 
derived from appropriations to Defense, State, and other Government agen- 
cies rather than those specifically allocated to CCC for surplus disposal. New 
money being returned in this manner to the CCC commodity fund from other 
agencies is at a rate estimated to be several times the outflow for ocean freight. 


V. Pusiic Law 480 A NATIONAL PROGRAM : BENEFITS AND Costs SHARED 
BY ALL TAXPAYERS 


Surplus disposal a national program 


Public Law 480 is the most recent of several measures taken by the Govern- 
ment in attempts to help solve the farm surplus problem by increasing the 
export of agricultural commodities accumulated through price-support programs. 
It is a national program dedicated to maintaining farm prosperity. At least one 
national farm group, testifying on the basic legislation, made a particular point 
of stressing that costs should not be charged exclusively to farmers and farm 
programs.” 


1 William V. Turnage, Deputy Director, Office of International Financial and Develop- 
ment Affairs, Department of State, at Senate hearings on administration of Agricultural 
Trade Development and Assistance Act of 1954. Subcommittee on Agriculture and Fvr- 
estry, February 28, 1955. However, H. Doc. No. 216, 84th Cong., Ist sess. (2d progress 
report on Public Law 480) reveals that it is projected that 27.6 percent of foreign currency 
received will be used for payment of United States obligations abroad and presumably reim- 
bursed to CCC in dollars. 

2 Hearings before House Committee on Agriculture, February, April, and May, 1954, 
Long-Range Farm Program, p. 4215. 








522 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


Effect same as in mutual aid 


The sale of Government-held stocks for nonconvertible currencies is not a 
new concept. Similar provisions were contained in both the 194 and 1953 
Mutual Security Acts. The only difference between title 1 of Public Law 480 and 
the MSA programs is in the shift in emphasis in the use of the foreign currency 
away from military to nonmilitary assistance, and the inclusion of a small 
part for market development.” 

Taxpayer bears the loss 

The Public Law 480 program provides for disposal of surpluses at world 
market prices, which represents a loss to the CCC, and hence to all taxpayers, 
amounting to $100 million in the first year of the program. Furthermore, as 
has been explained elsewhere, even the balance of $360 million in foreign 
currency does not represent a return to the taxpayer at face value. 

Laygely administered by MSA 

The primary responsibility for the use of the bulk of the foreign currencies 
received rests with the Mutual Security Administration (now International 
Cooperation Administration). The Secretary of Agriculture's responsibility is, 
in general, limited to the negotiation of disposal agreements. 

American private trade channels used throughout 

Since public funds support these programs, it is quite proper that implemen- 
tation be directed toward the maximum use and stimulation of private trade 
channels just as is done under the mutual security programs. Under these 
programs business is conducted directly with those elements of the Americzu 
economic system essential to the conduct of our foreign agricultural commerce . 
namely, the bankers, the processors, the brokers, domestic transportation, and 
international shipping. 

Why treat American ships differently? 

It is our contention, and we believe justly so, that the United States-flag com- 
mercial shipping is entitled to share, together with other elements of private 
business, in such Government-financed export programs. This is particularly 
true since, of all of the various commercial elements involved in Public Law 480 
transactions, ocean shipping is the prime example of where the high cost of 
American standards must meet foreign competition head on. 

Without duplication, each of us, in turn, would like to emphasize 
certain factors which we believe may not have been adequately cover - 
during these hearings and which are discussed in greater detail 1 
the document which we have just submitted. 

The issue is clear. Shall the shipowners of certain foreign nations. 
acting in concert to increase business for their own national merchant 
marines, prevail in their insistence that their own fleets transport 
virtually all of the Public Law 480 agricultural surplus or shall Ameri- 

can ships carry half? 

We are convinced that the foreign attacks, whether made directly 
or indirectly through our State and Agriculture Departments ani 

certain agric ultural or ganizations, although now limited to 50-50 as 
applied to title I, Public Law 480, are basically aimed at the destruction 
of the whole principle of 50-50 as applied to any or all United States 
Grovernment or United States Government-financed cargoes. 

The title I program has been seized upon as a point of attack in 
the belief that it is our foreign competitor’s strongest rallying point. 
Thus, if we demonstrate that 50-50 is justifiably applied to title I of 
Public Law 480 and that 50-50 is neither a significant cost burden nor 
a bottleneck to successful achievement of the Public Law 480 goal, the 
this committee and the Congress as a whole can be completely satisfied 
that the criticism against the principle is without foundation. 


SIt is significant to note that although much emphasis has been put on this aspect of 
the pregram, actually allocations for this purpose under the first year’s program are onl) 
$8 million or 2.3 percent of the total planned use of foreign-currency proceeds. 
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We wish to state at the outset that there is no basic conflict of inter- 
est between American shipping and American agriculture. In fact, 
we actively supported last year’s legislation increasing the surplus 
disposal authorization from $700 million to $1.5 billion. 

We believe that such differences on 50-50 as may have developed 
with certain farm organizations are the result of a failure stimulated 
by the prodding of foreign-marine interests to recognize the historic 
affinity between American shipping and American agriculture. For, 
in the last analysis, it is upon American-flag shipping alone that 
American agriculture, our biggest shipper, can depend for shipping 
space and ocean-rate stability. 

We hope that this hearing will serve to clear up the misunder- 
standings, and demonstrate that the 50-50 law has not been harmful 
to the surplus- disposal programs. 

We are appalled by the irony of certain farm objections to 50-50 
as it applies to Public Law 480. Here is a surplus-disposal program 
requiring Government intervention for only one reason—the limita- 
tion which the lack of dollars has placed upon the sale of agricultural] 
commodities overseas. Government intervention is favored for this 
purpose. Yet certain farm organizations object to 50-50 although 
it provides an international market for our merchant ships just as 
Public Law 480 provides an international market for agriculture. 

Although the issue is simple, many related aspects are quite com- 
plicated. It was for this reason that we have prepared the analysis 
of basic facts which has just been put before this committee and the 
Congress. This documented analysis, among other things, covers 
the following important points: 

The best and only unfailing access to world markets is provided 
to American agriculture by American-flag ships. 

2. Some Government aid to American shipping is necessary to 
maintain an adequate merchant fleet for commerce and defense. 

I should like to emphasize that subsidy alone can never be a substi- 
tute for cargoes. The position of the Norwegian Shipowners Asso- 
ciation, our State Department, and our Agriculture Department 
favors so-called direct subsidy instead of 50-50. Carried to its logical 
end, this would mean greatly increased subsidy for sailing empty 
ships. This would be fine for Nor way and our other foreign-flag 
competition. But it would be a stupid and unnecessary waste of 
American taxpayers’ money. Therefore, there must also be meas- 
ures to insure an active fleet by routing a reasonable portion of our 
own Government or Government-financed cargo into our own ships. 
The more we use our own ships the healthier our merchant marine, the 
less direct subsidy will be necessary, and the less the total cost will 
be to the taxpayer. 

3. Foreign ships now carry the lion’s share, 84 percent, of our ex- 
ports, and, by attacking the 50-50 provision, they hope to get more. 
We are already dangerously close to foreign monopolization of our 
sealanes, which will hurt all segments of our economy, the farmer 
included. 

4. I should also like to emphasize, although it is already in the 
record—but it has never really received adequate publicity in the 
public press—the fact that 50-50 does not apply to commercial cargo. 
It applies only to cargoes financed by the American taxpayer which 
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would not move but for the action of our Government : for commercial 

cargo American ships must compete vigorously in terms of rate and 
service, and they must do so in the face of those cargo-preference 
practices of many of those who now most loudly decry our public 
statute. 

5. Shipments of agricultural surplus under the Agricultural Trade 
Development and Assistance Act are properly subject to the 50-50 
rule. Although the terms of disposal are slightly better than outright 
giveaways, these transactions cannot be termed commercial. 

The Public Law 480 program is actually well ahead of schedule 
despite predictions that 50-50 would be a major bottleneck. 

7. 50-50 cannot delay agricultural shipments or increase their de- 
livered price. 

American ships are required by law to be built in American 
vards, to be manned by American citizens, to be supplied with Ameri- 
can products (including $56 million of agricultural products annu- 
ally), and to pay taxes to America. American ships are partners with 
American agriculture in seeking to expand foreign markets for therein 
lies the future of both industries. 

We wish at this point to submit a compilation of resolutions in favor 
of 50-50 adopted by many important national organizations. 

(The document referred to follows :) 


AMERICAN MERCHANT MARINE INSTITUTE, INC. 
Washington 6, D. C., February 8, 1956. 


CONVENTION RESOLUTIONS ADOPTED IN SUPPORT OF 50-50 PRINCIPLE 


The National Grange, November 22, 1955 


“The National Grange considers the American merchant marine an indis- 
pensable link to foreign markets as well as an important auxiliary to our national 
defense. Agriculture and our maritime industry have a mutual interest in build- 
ing and developing expanded foreign export markets for United States farm 
products. We therefore support the policies previously adopted by our Govern- 
ment to place American ships serving essential trade routes on a basis of com- 
petitive equality with foreign merchant fleets and assure United States merchant 
ships a fair and equitable share, which the law now establishes as at least one- 
half. of United States financed cargoes.” 

AFL-CIO, December, 1955 

“50-50 law: The maintenance of the cargo preference or 50-50 law is a basic 
necessity to United States shipping, even though the maritime industry felt that 
it would be fair and proper to insist upon 100 percent. Without the law requir- 
ing that half of the United States Government-generated cargoes be carried on 
United States-flag ships, hundreds of ships would have to be idled and thousands 
of seamen laid off. An alliance of foreign shipowners, along with the United 
States State and Agriculture Departments, has conducted a continuing campaign 
to cripple the law. We therefore urge that the 50-50 law be made permanent 
and irrevocable, and diligently enforced. 


The American Legion, October 10-13, 1955 

“Therefore be it resolved, That the American Legion reaffirms its 37-year 
support of a strong, privately-owned and operated American merchant marine, 
and urges the adoption of such policies and procedures as will: * * * (6). In- 
form Congress and the Administration more fully on the mechanics of the Cargo 
Preference Act of 1954 (the 50-50 law), pointing out that the 50-50 policy is 
designed so as not to impede farm surplus disposal programs or deprive foreign- 
aid programs of United States dollars.” 


Veterans of Foreign Wars, Aug. 28—Sept. 2, 1955 
“There should be a strict adherence at all Government levels to the statutory 
requirements that at least 50 percent of Government-financed cargoes move in 
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American-flag ships. The Maritime Administration should immediately launch 
an information program portraying the benefits which accrue to American indus- 
try and agriculture from the equitable administration of the 50-50 shipping law 
and from the maintenance of a strong and active American merchant marine.” 
Chamber of Commerce of the United States (effective through 1957) 1954 

“Foreign-aid cargoes. To carry out the obvious intent of Congress that the 
American merchant marine shall properly participate in shipments under foreign- 
aid programs, present legislation should be so administered that United States- 
flag vessels shall transport, regionally or by areas, not less than 50 percent of 
dry cargo tonnage purchased with United States Government funds, or procured 
under Government credits, for the benefit of foreign nations, unless the Maritime 
Administration certifies that United States-flag vessels are not available upon 
reasonable notice.” 

The Propeller Club of the United States, October 9-12, 1955 

‘he 50-50 law. Existing laws of the United States require that the Ameri- 
can merchant marine carry at least 50 percent of all materials and products 
moving abroad under Government programs of aid, assistance or relief, but 
efforts are still being made by foreign maritime interests to have Congress repeal 
this requirement insofar as agricultural products are concerned. 

“Such repeal favoring one segment of our economy could well be the enter- 
ing wedge leading to the full repeal of the existing law and thus deprive Ameri- 
can-flag ships of badly needed cargo and ultimately cause the laying up of 
vessels, the creation of unemployment and idleness at every port in the country. 

“The continued existence of an active and effective American merchant marine 
is vital to the national defense and economy. 

“We are opposing any repeal or amendment to the 50-50 law which is designed 
to lessen the proportion of cargo to be carried in American-flag vessels.” 


Pacific Supply Cooperative, November 16, 1955 


“Resolved, That the Pacific Supply Cooperative favors the retention in Public 
Law 664 of the S8d Congress those provisions requiring that 50 percent of all 
United States foreign aid gift cargoes and 50 percent of all farm surplus dis- 


posal cargoes moving under Government programs shall move in United States- 
flag ships so long as such ships are available at reasonable rates.” 
National Foreign Trade Council, November 14-16, 1955 

“The convention reiterates its support of the national policy to assure a fair 
and reasonable participation by American-flag ships in the carriage of cargoes 
owned or financed by the United States Government. The convention notes that 
certain foreign nations do not permit fair and reasonable participation by Ameri- 
can shipping in the carriage of their Government cargoes. American-flag ship- 
ping should be accorded reciprocal treatment as regards the carriage of such 
eargoes.” 
Mississippi Valley Association, February 7, 1956 

“We urge continued efforts by the United States Government and American 
steamship lines to work for the attainment and maintenance of a merchant 
marine adequate for our defense needs, and capable of carrying at least 50 
percent of the foreign commerce of the United States. We, therefore, condemn 
practices of foreign nations, direct or indirect, which discriminate against 
American-flag shipping, thus making it impossible to attain this equitable goal. 
We reaffirm our support of the law requiring that at least 50 percent of cargoes 
financed directly or indirectly by the United States be transported in United 
States-flag ships to the extent they are available at reasonable rates. This pro- 
vision we consider to be vitally necessary, eminently fair and wholly consistent 
with our national maritime policy.” 


National Industrial Traffic League. November 17, 1955 


“In this connection, your attention should be called to Public Law 664 which 
provides that Government-aid cargoes should move 50 percent in United States 
ships and 50 percent in foreign-flag ships. Foreign countries receiving this aid 
are endeavoring to convince the United States Government that they should 
receive a greater percentage of this American-aid cargo. 

“It is well known that an adequate American merchant marine is the fourth 
arm of national defense and that everything possible should be done to foster 
its growth. This is particularly important because of the substantial decline 
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in tonnage being handled by the American merchant marine. Immediately after 
World War II, United States cargo vessels were carrying approximately 70 per- 
cent of the cargo import and export from the United States. At this time they 
are carrying J*ss than 25 percent of this cargo. It should also be kept in 
mind that 80 percent of the fleet will be obsolete in 1962 and that every possible 
encouragement should be given to the financing of a new fleet of United States 
vessels. This can only be accomplished through the continuance of the present 
splitup of cargoes moving in the foreign aid program and through an adequate 
subsidy. We must bave an adequate American merchant marine.” 
Western States Jicat Packers Association, Inc., September 16, 1955 

“On motion by Director Chambers, seconded by Director Wright, the board 
voted to favor the retention in the present law of the clause requiring that 50 
percent of giveaway cargoes to foreign countrfes be carried in American-owned 
ships.” 
Inland Empire Waterways Association, November 21, 1955 

“Resolved, That the Inland Empire Waterways Association does hereby urge 
the Congress to retain in the Agricultural Trade Development and Assistance Act 
of 1954 (title I, Public Law 480, 88d Cong.) and the Butler-Tollefson Act (Public 
Law 664, 83d Cong.) the present policy of dividing equally between American- and 
foreign-flag vessels cargoes which are financed by American taxpayers’ funds. 

“Resolved further, That copies of this legislation be sent to the Members of 
the House of Representatives and the Senate from the three Pacific Coast States 
and to the chairman of the Senate Interstate and Foreign Commerce Committee 
and the chairman of the House Merchant Marine and Fisheries Committee.” 


Mr. GREENE. Some of these are already in the record. I should 
like, however, to read into the record the resolution adopted this 
fall by the National Grange: 

The National Grange considers the American merchant marine an indispen- 
sable link to foreign markets as well as an important auxiliary to our national 
defense. Agriculture and our maritime industry have a mutual interest in 
building and developing expanded foreign export markets for United States farm 
products. We therefore support the policies previously adopted by our Govern- 
ment to place American ships serving essential trade routes on a basis of competi- 
tive equality with foreign merchant fleets and assure United States merchant 
ships a fair and equitable share, which the law now establishes as at least one 
half, of United States financed cargoes. 

We have listened intently at this hearing and believe that most 
points related to the problem have been well covered. In order not to 
take the time of the committee with repetitious testimony, we have 
a the four basic aspects which must be stressed. These are: 

. Why 50-50 on surplus commodity disposal under title I¢ 

The Department of Agriculture i is not having, nor will it have 
any - difficulty in meeting the $1.5 billion goal established for it by 
Congress, 

The much touted cost or undue burden on the farm program is 
really insignificant. 

4. The loss of 50-50 would be a net national injury. 

Why 50-50 on surplus commodity disposal? 

In recent years sections 550 and 402 of the Mutual Security Acts 
have specifically provided for the exchange of farm surplus for for- 
eign currency. The program of “sales for foreign currency” embodied 
in title I of Public Law 480 is not, therefore, a new concept. Nor is 
it really different from earlier objectives. Under both laws the goal 
is the increased export of farm surplus with distinct foreign-aid over- 


tones. One need only look at section 402 of the MSA Act. of 1954 for 
proof— 


Section 402 * * * Foreign currency proceeds accruing from such sales shall 
be used for the purposes of this Act and with particular emphasis on the pur- 
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poses of section 104 of the Agricultural Trade Development and Assistance Act 
of 1954 which are in harmony with the purposes of this Act. * * * 

They mesh together. Under both laws most of the foreign cur- 
rency received in payment is returned to the recipient country in 
some form of economic aid. 

As this hearing developed, virtually no one questioned the applica- 
tion of 50-50 to Government aid or gift cargo, and the 50-50 shipping 
principle has been applied to all foreign-aid programs since 1948. 
Those who question 50-50 as applied to Public Law 480 claim these 
are commercial transactions. This results from misuse of the word 
“sales,” overseas payment in local currency, and the use of commercial 
trade channels. 

The use of commercial trade channels is not significant. Through- 
out all our foreign-aid programs this has been required by law. It 
is Just as true under ECA as it is under the surplus disposal program. 
Payment in local curency has likewise been made by the foreign im- 
porter since the initial days of the Marshall plan. 

The French farmer did not get his tractor under ECA for nothing— 
he paid in frances. So does the French importer of grain under Pub- 
lic Law 480. The only difference is that there is a bookkeeping entry 
crediting the French francs to the United States Government instead 
of to the counterpart funds which were established under ECA. 
Other elements of commercial sales are completely lacking. The 
igreements are negotiated at Government level. Prices are not set by 
commercial standards. Losses are borne by the taxpayers. More- 
over, the acceptance of nonconvertible currencies and other conditions 
of sale reflect inducements made by this country which could never 
be made by a commercial exporter. 

What is done with the foreign currency the payment of which makes 
some people claim that these are really sales? 

Reports on the Public Law 480 program sent to Congress show the 
manner in which our Government plans to use the foreign currency 
to be received from the title I programs. A table based on these re- 
ports is contained on page 9 of the analysis which is before you. The 
fact is that about 65 percent of the foreign currency proceeds are 
either given back or loaned back to the buyer nation, or used in other 
ways for the direct. benefit of the economy of the purchasing country 
or a third country. We challenge anyone who claims these are bona- 
fide sales to find a private exporter who would engage in these trans- 
actions on any such terms. 

We have heard much that these are genuine sales because of the dollar 
reimbursement which the Commodity Credit Corporation will receive 
from other United States Government departments on account of 
these transactions. As taxpayers we hope that the optimism of the 
Agriculture Department on dollar reimbursement is justified. Never- 
theless, as of December 31, 1955, 18 months after commencement of 
the program, actual dollar reimbursement received, as shown in 
the Commodity Credit Corporation report (No. 26), is only $109,000. 
This is a sixtieth of 1 percent of cost of goods sold. 

Turning to the ability to meet the $1.5 billion surplus disposal goal, 
the primary claim by opponents of 50-50 is that the United States has 
lost some opportunities to move some surplus commodities to certain 
countries. Four countries have been named—United Kingdom, Den- 
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mark, Norway, and Sweden. Only one country—Denmark—has 
definitely rejected a specific sale. The amount involved is reported 
as $7.7 million. Neither State nor Agriculture knew if Denmark’s 
need for these products was real, whether it had been satisfied else- 
where, and, if so, how. The Department of Agriculture estimates that 
a total of about $40 million of commodities might have been disposed 
of to these 4 countries if 50-50 were removed. But they admit that 
the negotiations were not so far along that any one of several issues 
could have been isolated as being responsible for failure to consum- 
mate the transactions. We cannot help but feel that the Departments 
of Agriculture and State have lost their perspective in proposing so 
readily to give in to these foreign countries in this matter. 

I believe a distinguished member of this committee referred to it 
as a squeeze play. “It could also be likened to—and this is what it 
is—a secondary boycott under which the foreign countries who have 
no quarrel with agriculture are putting pressure on agriculture in 
order that agric ulture, in turn, might put pressure on C ongress. 

The $40 million amount not bought could have been a bluff, even 
according to the Farm Bureau. Yet on this flimsy basis it is pro- 
posed to destroy one substantial segment of the merchant marine 
and seriously to jeopardize others, knowing that it cannot make a 
dent in the surplus disposal program. In any event, the most etfec- 
tive deterrent to the conclusion of these sales could have been the 
remarks made by the Secretary of Agriculture during his trip abroad 
when he announced that, in his view, the cargo preferenc e legislation 
would soon be repealed. 

This committee has been told by the Department of Agriculture 
witness that $1.2 billion in Public Law 480 sales—at CCC cost—will 
be consummated by spring. Since the goal under the law is but $1.5 
billion and there will still be over 12 months left, the demonstrated 
ability to reach the program’s goal is far greater than has so far been 
indicated. How then can cargo preference be a deterrent to the over- 
all disposal program? Are the antagonists of 50-50 proposing that 
it is far better to sell to certain allies than to others? 

The extent of burden on the farm program: 

What about the charge that cargo preference has resulted in added 
cost or burden to the farm program / 

Mr. Chairman, the matter of cost is always complicated. We will, 
however, use the figures submitted by the Department of Agriculture 
since these are already in the record. It was stated that total dollar 
freights financed during 1955 were about $31 million, that only about 
$12 roe of this was used in programs with countries which could 
have been expected to participate in the program without any financ- 
ing of ocean freight by the United States, and, finally—and I think 
this is the crux of it—that additionally CCC had to absorb a tramp 
freight rate differential of about $3 million as a program cost, less 
than one-half percent. 

These statements are important both for what they say and what 
they leave unsaid. 

From what has been said you will note that only $15 million, or 
less than one-half of the freight costs are attributed in any way to 
the 50-50 requirement. Therefore, what has not been said is that 
more than 50 percent of all of the dollar freight allocations made 
so far were necessary whether we had 50-50 or not. 
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It is clear from other parts of the record that of the $15 million 
attributed to 50-50, foreign currency is received back to the nominal 
extent of $12 million, which places it in the same category as any other 
program cost. This really leaves only the $3 million differential 
which in any real sense can be considered an added cost to the pro- 
gram. This is only about one-half of 1 percent of program cost to 
date, so small percentagewise that we fail to understand just why it 
should be given such prominence. 

In contrast, it has been shown that the Department of Agriculture 
receives more than five times this amount in free storage of grain 
aboard surplus merchant vessels. In terms of maritime employment, 
tax earnings and subsidy recapture, the country as a whole—and it 
is the taxpayer who supports this program—is really a net beneficiary. 

As a matter of fact, the entire cost issue, which was originally 
advanced as a serious one, has disappeared into nothingness. Every 
antagonist. of 50-50 who appeared before you supported an active 
merchant marine and merely proposed some type of direct subsidy 
as a substitute for 50-50. None indicated that he was competent to 
judge either the cost or the feasibility of any such alternative. All 
indicated that we might easily spend far more via some less effective 
direct subsidy substitute. The competent witnesses in the field from 
both Commerce and the Maritime Administration indicated in very 
direct fashion that no substitutes for 50-50 were available, regard- 
less of cost, within the present framework of assisting our mere chant 
marine which could do for our fleet that 50-50 is doing under present 
international trading conditions. 

Without exception, every domestic witness who appeared before 
you against 50-50 believed that our country’s fleet came first in his 
consideration—before any foreign fleet. Last month we carried 
only 16 percent of our exports even with 50-50, Deprive us of 50-50 
and our percentage may well go down to 10 percent. If their will 
prevails, our fleet will overnight become the lastest first we've ever 
known. 

Finally, the cost of giving up 50-50: 

Finally, if this committee believes that. some disposals might have 
been made more easily to some foreign countries without 50-50, it may 
wish—indeed, it may have to—to weigh against the hypothetical 
advantage to the surplus disposal program of giving up 50-50, the 
real, concrete and resulting disadvantage to America’s merchant fleet, 
our national security and our commerce. 

We can add little to what the Undersecretary of Commerce and the 
Maritime Administrator have already told you in detail of how 
essential these cargoes are to our maritime well-being and how, 
without 50-50, they would in effect be denied to our ships. We agree 
with Mr. Morse’s conclusion that the loss of 50-50 “* * * would cause 
the elimination of the so-called tramp fleet. It would have a very 
substantial and direct effect on the profit position of all the berth 
operators.” 

Aid cargoes for 1953 and 1954 carried by United States-flag vessels 
under 50-50 were 9,545,000 tons, according to the record in these 
hearings. Absent 50-50, it is almost certain that our carryings of 
such cargoes would have dropped at least to the 80-20 percent ratio 
which prevails in the field of straight commercial imports and exports, 
including the gift cargoes under 50-50. I take that ratio because 
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I believe it is as conservative a figure as I could possibly use. Absent 
50-50, our participation in Gov ernment-owned and Government- 
financed c: argoes would drop to at least 20 percent, if not below. This 
is borne out also by the fact that maritime nations have carried sub- 
stantially all of the so-called free 50 percent of mutual security cargo 
in their own ships. Thus, we would have lost at least 80 percent of 
this 9,545,000 tons and would have carried only about 1,900,000 tons. 
The loss in 2 years of about 7,600,000 tons of dry cargo carryings 
would be disastrous in relation to total United States-flag carryings 
of only about 20 million tons for these 2 years. 

(Correction for above paragraph :) 

Aid cargoes for 1953 and 1954 carried by United States-flag vessels under 
50-50 were about 5.2 million tons. Absent 50-50, it is almost certain that our 
carryings of such cargoes would have dropped at least to the 80-20 percent ratio 
which prevails in the field of straight commercial imports and exports. This is 
borne out also by the fact that maritime nations have carried substantially all 
of the so-called free 50 percent of mutual security cargo in their own ships. 
Thus, we would have lost at least 8O percent of this 5.2 million tons and would 
have carried only about 1 million tons. The loss in 2 years of about 4.2 million 
tons of dry cargo carryings would be disastrous in relation to total United 
States-flag carryings of only about 20 million tons for these 2 years. 

In the case of title I of Public Law 480 cargoes alone, we would 
have lost at least 80 percent of the 1,329,000 tons : approved for United 
States ships through December 31, 1955, and would thus have carried 
only about 265,000 tons. 

In view of the fact that no significant and demonstrable harm has 
been done by 50-50 to the surplus disposal program, we submit that 
the demonstrable harm which would be done to America’s merchant 
shipping by the loss of 50-50 is significant and so far outweighs the 
considerations advanced by its foreign and domestic opponents as 
clearly to make its loss a serious net national i injury. 

If the day has come when we would scrap our 50-50 statute in defer- 
ence to the selfish pressures of a few foreign maritime nations, if the 
day has come when we expect to haul our gift and assistance cargoes 
in foreign bottoms, and turn over to the aggrandizement of foreign 
competitors the transportation of our surplus agricultural commodi- 
ties—if that day has come, then I say to you we might just as well 
go all the way in gift packaging and send our surplus grain abroad 
in ships which will be made idle thereby, turning these 10 000-ton 
containers over to the operation of foreign officers and foreign crews. 

Mr. Chairman and gentlemen of the committee, I thank you. And, 
if it be your pleasure, Mr. Robert Mayer of the Pacific American 
Steamship Association would like to hit certain other aspects of this 
problem with which he is dealing. 

The Cuarman. Yes, Mr. Mayer. 

Mr. Mayer. Thank you. 

My name is Robert E. Mayer. I am president of the Pacific Amer- 
ican Steamship Association, which consists of the major American- 
flag lines operating on the Pacific coast. On behalf of these lines I 
want to confirm what has been stated to you by the representative of 
the Atlantic and gulf lines, that we have coauthored with them, and 
we fully subse ribe to the basic documentation of this issue as outlined 
in the memorandum which has been filed by Mr. Greene with the 
committee. 

Your committee is expert on this issue already with its full investi- 
vation a year ago and with the many days of hearings immediately 
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behind you. For that reason we are not going to take your time to 
go over the basic issues that are already so well documented by this 
memorandum in which we have all joined. We would be willing, 
however, to answer questions on those points. 

We would rather handle just a few of what we think are the broader 
issues rather than the details which you already know about or have 
in your record. 

The first one is what we like to call the fact that the American fleet 
assures stability of ocean freight rates. 

Four times since 1914—that is once every 10 years—an active 
American fleet was needed to save our commerce and defense from 
skyrocketing rates of vessels of other flags. Twice during that pe- 
riod—2 out of 4 times—in 1914 and again in 1926—we did not have 
an adequate fleet, and world conditions caused foreign-flag rates to 
skyrocket. Our trade could not get space and we lost markets. We 
suffered the loss of spoiled or distressed cargoes and the bankruptcy 
of people in the foreign trade business. 

Twice since 1914 we did have an active American fleet. That was 
in 1939 and 1950. And when we had it we transported our cargo and 
our military goods on our ships at reasonable rates and without delay. 
That is on pages 1 and 2 of the joint memorandum. 

Right now, coincidentally enough, the American fleet is again as- 
suring reasonable rates to our commerce. On pages 15 and 16 of the 
big document we talk about how close our United States tramp rate 
is to the foreign trap rate. Right today, for instance, wheat can be 
hauled to Japan and Formosa on American tramps at the same rate as 
on foreign tramps. Right now certain other cargoes are moving 
cheaper on American than on foreign tramps. Furthermore, we 
have got examples today where the regularly scheduled high-speed 
American berth liner has handled the cargo cheaper than either the 
American or the foreign tramp. 

We offer the following information that is based on market condi- 
tions as of just last week on the Pacific coast, which you can verify by 
checking with any broker or any transpacific conference carrier : 

First, we talk about wheat. You will note in this table that the 
United States and the foreign tramp on wheat to Japan are right to- 
gether at between $16 to $16.50. And that is where the fixtures are 
going. The same commodity to Japan, however, on the berth is an 
open rate now. It is not any straight tariff rate. The rate is open 
with a minimum of $12 a ton free out. The tramp is free out, of 
course. 

Recently, fixtures have been $13.50 to $13.75; in other words, of the 
tramp. It does not mean it will stay there, but it is there for a while 
and it depends upon how long this demand for ships remains. 

For Formosa there is not any market in tramps, but we are at about 
$17 on wheat, which is not a bad differential over Japan. 

Scrap iron furnishes an even better example. In recent weeks a 
foreign tramp was fixed at $195,000 for a full load of scrap, southern 
California to Japan. And within days of that fixture a United States 
tramp was fixed at $175,000. 

A recent issue of Pacific Shipper, which I think is recognized and 
accepted as an authoritative journal—they know what they are doing 
and they are in touch with the market all the time—reported two 
practically simultaneous fixtures for the same commodity in the same 
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trade, both at $185,000. One was a United States and one a foreign 
tramp. 

On lumber: right today lumber can be transported from Pacific 
Northwest United States ports to the Atlantic coast in United States 
ships cheaper than it can be in foreign ships from the British Colum- 
bia ports. 

Incidentally, gentlemen, if I may divert from this statement for a 
minute, if we were to think that it was just the intercoastal rate that 
is doing it, I have here a note—I was talking to a Pacific coast opera 
tor last night—on a fixture within 30 days. of a full load of lumber 
from a northwest port to the United Kingdom which went on a char- 

tered American-flag ship with redelivery United States north of Hat- 
teras, and it was ¢ heaper than any foreign ship that could be obtained. 
So it was not the intercoastal rate making the difference between, for 
instance, Puget Sound or Portland on a foreign tramp in the lumber 
intercoastal because this one went to the United Kingdom for dis- 
charge, and they brought it back all the way to the Atlantic coast for 
redelivery cheaper than they could obtain a foreign bottom. 

We cite these things because we think just as the American fleet was 
an insurance policy in 1939 and 1950, we think right now it is perform- 
ing an insurance policy function right while we are holding these 
hearings. This comes about, of course, because, largely, of the ceiling 
on the United States tramp rate by the combined action of the fair- 
and-reasonable-rate clause in Public Law 664 and its interpretation. 
There is no such ceiling with respect to the foreign tramp. When the 
foreign tramp is at our level it means, of course, that they would be 
higher if our fleet were not there. 

So much for the rate part of it. 

I would like now to touch upon an aspect of it which we term the 
partnership of agriculture and shipping. 

Sometimes at the 1 request of shippers and sometimes on our own mo- 
tion, the American-flag lines in the Pacific have supported measures to 
promote world trade. Our own group has supported such measures 
as the old ITO of several years ago, OTC of today—Organization 
for Trade Cooperation—and the annual renewals of the Reciprocal 
Trade Agreement Act. 

In the case of cotton, of which California is now the second largest 
producer, our association has been active in studies with the cotton 
exchanges, directed toward freeing California cotton for the export 
market, which is now denied to our crop because of the combination 
of tax structures and marketing procedures. 

Fruit is another big crop in California. In the case of fresh, dried, 
and canned fruits, we have met with the Dried Fruit Association and 
what they call the Grape and Treefruit League, who, incidentally, 
are our good friends and customers and who, I understand, were here. 
And we have volunteered to them the use of all of our resources to 
expedite waivers under Public Law 664 so that they may make im- 
mediate bookings on foreign-flag vessels when American space is not 
available. We have gone on record in writing to that effect with the 
International Cooperation Administration and the Foreign Agricul- 
tural Service of the Department of Agriculture. 

The rank and file of American agriculture knows that American 
shipping is its partner. 75,000 farmers in Washington, Idaho, Mon- 
tana, Oregon, and northern California, through the Pacific Supply 
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Cooperative, know it and have adopted a policy supporting 50-5) 
The Western States Meat Packers MR oatitatloas the largest western 
group in the industry, representing over 400 packers in the 9 Western 
States, supports 50-50. The ¢ ‘alifornia Farm Bureau Federation— 
that is, the State group which is the largest one in the country—re- 
jected a proposal for repeal of 50-50, and ‘said no we have to study the 
relatiodahid between 664 and 480. 

Nationally, as Mr. Greene has told you, the Grange has supported 
it, as has the Farmers Union. 

Rank and file members of other farm groups who have opposed it 
or called for some amendment have told me that all of the export 
or disposal programs in the world are not the answer to the surplus 
programs, and that for agriculture to come at issue with shipping on 
this before this Congress amounts literally to straining at a gnat while 
the larger problems suffer for lack of attention. We cannot evaluate 
this because we cannot presume to pass Judgment on all of the prob- 
lems of agriculture, but we merely offer it for what it is worth. 

We do not mean to question the validity of the Farm Bureau Fed- 
eration coming before you in a representation of the agriculture indus- 
try, but we just do feel from talking to a lot of people in the agricul- 
tural field that this is an awfully small piece, if any, of the real agri- 
cultural problem. 

We are not critical of our farm groups or even really disturbed 
about their actions so far because basically we think that they are 
with us. But what we are disturbed about is what we think is the 
real root of the opposition to 50-50. This is the part that disturbs 
us, and I think we have got a right to be disturbed, and I want to 
spend some time on this part of it. 

Opposition to 50-50 was born in the management councils of 
shipping companies in north Europe and Britain. It was born there, 
it developed from there and it has been propagandized from there. 
And if it is successful it will bring its reward to these shipping coun- 
cils and to them only, to the detriment of American agriculture, 
industry, shipping and American maritime labor, as well as to the 
defense of our Nation. 

Just a few words of history from 1947 forward, we think, ought 
to put this in a focus which has not been dwelt upon so far. In that 
vear General Marshall spoke to the world from Harvard University 
charting the course for the Marshall plan, for ECA and for the nine 
relief acts that followed. 

Public Law 480 is merely an adaptation of the principles of those 
acts. 

Hardly had he finished his speech when the shipowners of the 
so-called historic maritime nations, that is, north Europe and Britain, 
actually laid the cornerstone for the foundation of the issue we are 
talking about today. They proposed that we hand over to them 500 
American war-built ships to transport the millions of tons of cargo 
that immediately were seen as the natural result of the Marshall plan. 

Congress reviewed this carefully. This was not 50-50. This was 
“all for me and none for you.” 

Congress also listened to certain interests in the United States who 
went to the other extreme and proposed 100-percent transport in 
American ships. 
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I think really that our industry can be proud of its record in that 
debate. Its management and its labor unions, I think, right at this 
table, both proposed to the Congress that the principle be 50-50. This 
was the proposal that Congress accepted, and it is one that accords 
the so-called golden rule of world trade, that is, that we must buy if 
we expect to sell. 

Shipping space is a commodity just like anything else, and the 
50-50 principle insured that there would be a balance of trade at 
least in this commodity. 

Nothing could be more in keeping with the objectives we were after 
in the Marshall plan, ECA and all the rest of it; that is, to attain a 
balance of world trade which is possible only when we can put an 
adequate supply of dollars abroad. 

awe there was still another objective in what Congress did, that 

besides balancing this commodity. There were no commercial! 
cargoes when the Marshall plan was laid down, nor was there much 
of a fleet except our own in the world. The millions of tons of cargo 
that were to follow were what we call a crutch. They were a crutch 
for world trade to lean on and a crutch for the world’s merchant 
fleets to lean on until the prewar commercial cargoes could come back 
and supply normal business. 

Now, in assuring half of those cargoes to the foreign lines, Congress 
expressed a willingness to offer this crutch to the foreign merchant 
fleets as well as to our own. They even went further and sold them 
ships, and, in many cases, they were literally gifts through counter- 
part funds. And out of that they started their merchant fleets. 

This was an implementation of our 1936 Merchant Marine Act. 
and firmly established merchant marine policy. That act, in language 
which all of you know, said that we must have an adequate merchant 
marine. In effect, it said that certain nations may be called the so- 
called historic maritime nations of the world, but that the United 
States is also a maritime nation and intends to remain one. 

It ignored the proposal to kill off our merchant fleet by a gift of our 
ships. It ignored a proposal which said, in effect, you don’t need a 
merchant fleet—we are the historic maritime nations; the war is over 
and we will again resume the transport of your world trade as well 
as that of the other nations of the world. 

We think the reply of Congress when they enacted 50-50 was to the 
effect that if that has been the history—which it was only intermit- 
tently—then we think that that history ought to be changed. 

The rest of the story is well known because it is of more recent origin. 
There was relative silence from the European shipping councils 
until the more recent years when their representatives a. a care- 
fully devised plan of propaganda to undo what Congress had accom- 
plished. The so-called white papers were issued from councils of ship- 


ping in their countries. The OEEC, speaking for the shipowners of 


Europe and Britain, deplored 50-50. Notes of protest went from their 
governments to ours. 
All of this is laid out in the attachment to my statement. 
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(The document referred to follows:) 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., January 25, 1956. 


FOREIGN CAMPAIGN TO VILIFY 50-50 


Prior to enactment of Public Law 664, August 26, 1954 
1. Aid memoirs from nine nations, all recipients of United States aid. 
After passage of Public Law 664 


1. September 23, 1954—Fairplay (a leading British shipping journal) edi- 
torial: “It is very desirable that there should be official Government protests” 

* * against 50-50. 

2. October 21, 1954—J. C. Denholm, president, Chamber of Shipping of Great 
Britain at Tees Shipping Association, as reported in Fairplay of November 4, 
1954: “He also spoke on the American 50-50 rule, remarking that it was 
possible to appreciate the American viewpoint that they must have a minimum 
merchant navy fleet and shipbuilding industry upon which to develop quickly 
in the event of another worid war. But surely, he felt, there was some less 
objectionable way of enabling the American operator to compete in world mar- 
kets than by these enactments designed to direct a certain amount of cargo into 
\merican bottoms, regardless of market conditions or freight rates.” 

3. January 11, 1954—Fairplay editorial: Takes the editor of Cotton Trade 
Journal (Memphis) to task for saying “it (50-50) is a protective measure taken 
igainst countries which themselves discriminate against United States vessels.” 

t. January 5, 1955—Shipping World (British shipping journal) editorial: 
‘For the American Government to attempt to reserve for American ships 50 
percent * * * jis to make a mockery of the purposes of the Mutual Security Act 

* * As soon as Parliament reassembles, assurances must be sought from the 
british conservative government about its attitude to the American 50—50 prin- 
ciple, and the matter must surely not be left to the opposition.” 

5. January 13, 1955—Statement by General Council of British Shipping: 
“British shipowners have protested to the British Government against the 
acceptance of what is known as the 50-50 rule for the shipment of American coal 
recently bought * * * British shipowners are gravely disturbed at the possible 
consequences which may follow from the acquiescence of the British Government 
in the addition of coal to the commodities which come under the Mutual Secu- 
rity Act.” 

6. January 20, 1955—Organization for European Economic Cooperation: In its 
first annual report charged that the principle of shipping freedom was threatened 
by the 50-50 act and by flags of convenience. Urged a world meeting at which 

sovernments might collaborate to stop these practices.” 

7. February 2, 1955—J. C. Denholm, president, Chamber of Shipping of Great 
Britain: Stated that a “strong delegation” from that council would meet the 
Minister of Transport and Civil Aviation, and that it was hoped that he would 
be able to put a stop to the “pernicious spread of this discriminatory practice 

8. February 3, 1955—In the House of Commons: Mr. R. G. Page asked the 
Chancellor of the Exchequer whether he would give an undertaking that he 
would decline to sanction any further arrangements with the United States 
whereby payment was allowed in sterling on condition that the goods be carried 
on American ships. Mr. Page further asked the Chancellor to refuse to license 
imports, shipment of which had been mad conditional on their carriage in 
ships of the exporting country. 

9. February 8, 1955—Strong delegation of shipowners met with Minister of 
Transport and Civil Aviation, the Economie Secretary of the Treasury, and Joint- 
Parliamentary Under Secretary to the Foreign Office: Urged that the carriage 
of goods from America under the 50-percent provision be brought under urgent 
review and a halt called to its extension. 

10. February 1955—-Norwegian Journal of Commerce and Shipping editorial: 
Claims that the United States authorities know very well that some South 
\merican countries have for some time emploved some. discriminatory 
reculations. 

11. February 24, 1955—Presidential address at annual meeting of Chamber of 
Shipping of the United Kingdom: “It is with dismay that we learned that, 

stend of following the lead set by Norway, our Government seems meekly to 

ve accepted the provision that 50 percent of the recent sterling purchases of 
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coal from the United States should be carried in American bottoms. If we, 
as a leading maritime power, do not stand firm against flag discrimination, we 
shall weaken one of the strongest forces that will ultimately compel its abolition.” 

12. February 24, 1955—Draft resolution on “Flag discrimination” approved by 
the Chamber of Shipping of the United Kingdom at its annual meeting: “Calls 
on Her Majesty’s Government to refrain from entering into any further trans- 
actions where the purchase of commodities would be subject to the 50 percent 
discriminatory shipment requirement * * *.” 

13. February 25, 1955—Dr. J. J. Oyevaar, member of executive committee, 
Netherlands Shijwwners Association: At annual meeting of that organization, 
stated that the time had come to fight this phenomenon (the 50-50 regulation) 
because “there seems to be an obvious and perhaps very effective means. The 
United States wants to get rid of its surplus agricultural and other products. 
If Europe is interested in these surplus stocks, but the United States attaches 
the 50-50 clause to it, the European countries should meet their needs elsewhere.” 

14. March 15, 1955—Liverpool Steamship Association annual report: Ex- 
pressed “utmost surprise and misgiving”’ that the British Government was buy- 
ing from the United States under terms of the 50-50 provision. The report 
further asked what had caused the British Government ‘to put force and en- 
couragement behind a law and a principle which it had so energetically de- 
nounced.” 

15. March 15, 1955—Mr. H. Leslie Bowes, retiring chairman, Liverpool Steam- 
ship Owners Association: At annual meeting of association stated that as a 
result of the 50-50 requirement and other measures certain countries were 
gradually building up their merchant fleets. To persuade the offending countries 
that, in the long run, their policy was a mistaken one something in the nature of 
a crusace was necessary. That some means would have to be devised for counter- 
acting the growing losses being inflicted on British shipping. 

16. March 24, 1955—Editorial in Shipbuilding and Shipping Record (London) : 
Raises the question of how large a peacetime merchant fleet the United States 
needs. 

17. May 20, 1955—Addresses at 
anniversary meeting at Copenhagen : 

Thomas 8. Falck, presidential address : 

“More recently we have had the deplorable spectacle of the 50-50 clause. When 
it was introduced some years ago for American aid cargoes we, as shipowners, 
although admittedly sympathizing with the Americans in certain respects, felt 
justified in giving warning about the repercussions this measure might have. 
Unfortunately, our misgivings have proved to be correct. * * * 

“If all countries insisted upon carrying 50 percent of their own products we 
would obviously be faced with a terrible waste of space as it would result in 
many vessels carrying cargo only in one direction and proceeding in ballast the 
other way. 

“The countries which for many years past have specialized in carrying cargoes 
on the high seas and have done so very efficiently on a fair commercial basis may 
obviously suffer a lot.” 

Prof. Thorkil Kristensen, Copenhagen : 

“It is * * * to be regretted that through the 50-percent clause European 
shipping has been prevented from competing on equal terms in the transport 
of the goods delivered under these programs. By the way, the clause requiring 
that half of the goods must be carried on’United States ships leads to the result 
that part of the dollars granted by Congress to other countries are returned 
artificially to American shipowners who are permitted to charge freight rates 
that are sometimes substantially higher than those valid in the open market. * * * 

“The United States has been subsidizing its shipping and shipbuilding during 
many years, and a preferential system for military transports was created as 
early as 1904. * * * 

“Economically, however, there is no doubt that United States shipping has 
been pushed forward far beyond its natural limits. This is demonstrated by 
the fact that its costs are much higher than those of many other shipping nations.” 

Sir Colin Anderson, president, International Chamber of Shipping: 

“One of our greatest problems, for instance, as we all know, is the situation 
ereated by the United States persistence in choosing to give sheltered trading 
privileges to her merchant navy as a part of her various aid projects.” 

18. September 15, 1955—Presidential address at annual meeting of the Nor- 
wegian Shipowners Association by S. Usterud-Svendsen : 


saltic and International Conference, 50th 
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Mr. Svendsen told the group that the restrictive policy of flag discrimination 
has got an alarming push forward during the past year through the United 
States extended and permanent legislation to give preference to national-flag 
vessels for all commodities where the Government is directly or indirectly in- 
volved. He considered this especially serious because the American example is 
very infectious. 

Mr. Svendsen stated: “We understand the wish of the United States for 
reasons Of emergency to have a merchant fleet of a certain size, even if this 
argument has lost weight after decision among the NATO countries to establish 
a pool for common disposal of the member countries’ tonnage in case of war. 
The 15 NATO countries represent most of the world’s shipping. * * * 

“What we in Western Europe have difficulties to understand and strongly 
react upon are not especially the direct subsidies but the governmental prefer- 
ential measures which the United States practices as a means to support its 
shipping. * * * 

“It is no wonder that the Western European countries now show that they 
take this matter seriously by refusing to buy American surplus commodities 
because a shipping clause is attached to the sale of such commodities. I am 
glad to say that our authorities, like the authorities in some other Western 
European countries, have taken a firm stand in this matter. * * * 

19. September 30, 1955—Halvard Lange, Norwegian Foreign Minister, at 40th 
Norwegian-American Chamber of Commerce, New York: 

“* * * You don’t like the restrictions which we and other nations put on the 
import of goods from the dollar area, and we don’t like the American restric- 
tions on international shipping. The 50 percent clause on shipping of certain 
goods from the United States is a particularly dangerous restriction, because it 
tempts other countries to establish monopolies for their own shipping. If this 
unhealthy state of affairs is allowed to continue, and spread in shipping, the 
most international of all trades, we shall soon have a confusion in world trans- 
port which can be foreseen only with difficulty at this stage.” 

20. October 6, 1955—Norwegian, Swedish, Danish, and Finnish shipowners 
meeting in Helsinki: 

(1) adopted the following resolution : “The constantly growing flag discrimina- 
tion represents a serious threat to the free shipping industry. Special concern is 
caused by the fact that the leading economic nation of the world * * * through 
the discriminative Cargo reference Act passed by Congress in August 1954, hus 
intensified the protectionistic shipping policy. 

“This act also provides that not only the gift and aid programs financed by the 
United States Government, but also transactions which in principle are of 
commercial nature—the purchases of American surplus stocks—will fall within 
the 50-percent freight clause. This creates an extremely dangerous precedent 
for other countries, where tendencies to follow a discriminatory shipping policy 
are in evidence causing irreparable damage to the freedom of shipping.” 

(2) Expressed the hope that their governments will abstain from buying 
American surplus stocks, if such purchases are encumbered with discriminatory 
freight clauses. 

21. October 1955—Bernt Lund, managing director, Norwegian Shipowners 
Association, addressing Anglo-Norse Society in London: 

Stated that the United States Cargo Preference Act, which provides that 50 
percent of Government-financed and guaranteed cargoes be transported in 
American-flag bottoms, might prove as significant as the British Navigation Aid 
Acts in 1948, with the difference that United States in this field is moving in 
reverse gear. 

Termed as a “misunderstanding” the statement of a United States congres- 
sional subcommittee that the Western European officials with whom they had 
conferred on a tour of Western Europe, appeared to understand “‘the reasons 
why the United States enacted the (cargo preference) law.” Although stating 
that he was not authorized to speak for Western Europe, he explained that 
Western Europe did not understand that the United States had revived cargo 
preferences through Public Resolution 17 and Public Law 664. 

Mr. Lund outlined the position of Western Europe as follows: 

“While cargo preferences attached to aid cargoes were accepted on the 
principle that one ought not to look a gift horse in the mouth, there were 
numerous and vigorous protests against the bill proposing cargo preferences 
where the commodities were paid for. Representations were made to the State 
Department on this point by the governments of Denmark, Finland, Germany, 
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Norway, the Netherlands, Italy, Sweden, and the United Kingdom. Besides, 
OEEC has made representations asking the United States to reconsider the 
position.” 

Western Europe shipping nations have, however, not limited themselves to 
protests. That they take this matter very seriously, is apparent from the fact 
that they are refusing to buy American agricultural products when shipping 
strings are attached. Norway and Denmark and the Netherlands have done so, 
and on the 5th of May 1955, Sir Edware Boyle, Economic Secretary of the Treas- 
ury, stated in the British Parliament that the British Government, while having 
accepted transactions with an element of aid, had declined further commodities 
offered to the United Kingdom under Public Law 480 on the condition that the 
sterling proceeds would be expended by the United States on purposes other 
than the provision of aid to the United Kingdom or to other countries. 

Mr. Mayer. Their own representatives made speeches before our 
chambers of commerce. They were heard by our own Goverrment’s 
Randall Commission which rejected the plea of our industry to be 
heard. 

This prodigious effort was almost completely ignored in this coun- 
try until the final step, the persuasion of purchasing agencies in those 
very same countries—many of them just the Government—that they 
should decline Public Law 480 goods so long as 50-50 was applicable. 

This gave them allies in some quarters within our boundaries. And 
this is exactly why we are having the hearings today. 

All of this would not be so unseeming if it were merely a clamor by 
British and north European shipowners to participate more than 
50 percent in this great humanitarian effort to land more of our food- 
stuffs on their own shores. But these home-trade cargoes are not 
the cargoes they are after. The stakes are higher than that. 

To illustrate, the latest information in our Department of Com- 
merce shows that Swedish shipowners, one of the complaining groups, 
already haul 95 percent of United States-Sweedish commerce. There 
were recent press reports to the effect that dairy herds in Sweden were 
being slaughtered to the danger point for lack of feed grains while the 
same grains were available to them in surplus in the United States 
under the terms of Publie Law 480. But the press reports said they 
would not take these feeds because of 50-50. It was the principle of 
the thing, the report said, and the offers had to be declined because 
dollar revenue from freight is such an important thing to the Swedish 
dollar balance. The fact of the matter is that if Swedish shipowners 
handled all—that is, 100 percent rather than 95 percent—of United 
States-Swedish trade it would add less than 2 percent to their dollar 
balance, which in September 1955, was nearly $150 million in their 
own favor. It is not a big amount but it is in their favor. 

(Correction received for above paragraph follows :) 

To illustrate, the latest information available from the Department of Com- 
merce shows that Swedish shipowners, together with other foreign operators, 
during 1954 hauled 95.5 percent of United States-Swedish commerce (based on 
dollar value). There are recent press reports to the effect that dairy herds in 
that country were being slaughtered to the danger point for lack of feed grains, 
while the same grains were available to them in surplus in the United States 
under the terms of Public Law 480. But the press reports said that they would 
not take these feeds because of 50-50. It was the principle of the thing, the 
Leports said, and the offers had to be declined because dollar revenue from freight 
is such an important thing to the Swedish dollar balance. The fact of the matter 
is that if Swedish shipowners handled al!—that is 100 pereent—of United States 
Swedish trade, it would add less than 2 percent to their dollar balance, which in 
September 1955 was nearly $150 million in their favor. 
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This is where we think the picture comes into focus. The clamor 
is not for a greater share by foreign ships in the rebuilding of their 
own lands through Public Law 480, but a greater share in cargoes 
between the United States and other nonmaritime nations. They 
want the cross-trade cargoes and not the balance of their own trade 
which is the pittance carried in American ships. 

It is significant that no complaints come from the nonmaritime 
nations about 50-50. They all come from the so-called maritime 
nations of north Europe and the United Kingdom. 

So it is plain that we are not witnessing a crusade for the freedom 
of world trade because we are not dealing with the stuff that world 
trade is made of. We are dealing with noncommercial, state-gen- 
erated, bargain-counter cargoes. What we are witnessing is a striving 
by foreign shipowners for an excessive share of world cargoes—and 
not cargoes that the economies of their own nations has generated by 
purchase, s sale or manufacture; not cargoes which are short in their 
economies or on the dinner tables in their nations; not even cargoes 
that largely will ever land at their ports—but actually for cargoes 
which have contributed nothing to the origin of and which are really 
none of their concern. 

I repeat, no complaints come from the nonmaritime nations. 

The kind of battle is one to maintain an excessive crosstrading fleet 
which feeds on the commerce of other nations. Crosstrading is, of 
CRE at notevil. And I want to put that in immediately because some- 
body will take that previous sentence out of context if I don’t. A 
measure of crosstrading is essential to the free movement of world 
trade. But the unjustifiably large crosstrading fleet, that one that 
never goes home, that some nations try to perpetuate because they 
allegedly are historic maritime nations and which they ask us to sup- 
port with our own very own substance, it seems to me, cannot be 
accepted. 

Morally, a nation has a right to a merchant fleet of a size measured 
somewhat by its contr ibution to the goods that are the sinews of world 
trade. We ought to take a look at our international airfleets and how 
we administer those some time. 

A nation has both a duty and an obligation to have a fleet large 
enough to offer assurances of handling a substantial part of its own 
commerce. But it does not have any duty to go beyond that. 

Weare handling 16 percent of our own commerce, which is far from 
substantial. And we know what the picture is in the so-called his- 
toric maritime nations. It is from about 40 percent to 70 percent. 

The United States, it seems to me, has adopted a policy of reason- 
ableness with respect to the size of its merchant fleet. Since we have 
rebuilt their merchant fleet with our dollars, and we furnished the 
crutch cargoes for their early years, and since, in addition to that, we 
now assure them of half of our aid and 480 cargoes, I think we have a 
right to ask them to adopt an attitude of ree ssonableness toward the 
size of their merchant fleet. 

The whole issue is tied up with the question of balance of size of 
the world’s merchant fleets. That is what we are talking about. 

We do not pretend to reveal anything particularly sensational in 
this approach by our competitors. It is merely competition of a 
difficult sort, and it is on a rather high plane. From one standpoint 
you might even compliment them for a good try. 


72725—56——-35 
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Our only reason for taking up so much of your time on it is our hope 
that it will be recognized for what we think it really is. 

Gentlemen, that is the end of our prepared statement, but I have a 
teletype here which I just received yesterday from the only American- 
flag tramp operator home offices on the Pacific coast. And I would 
like to put it into the record because I think it comes right out of the 
operating office of one of these lines that we have today that isa part of 
this fleet that we think is of some importance. I would like to read it 
for you. It is from the West Coast Steamship Co., Mr. Kit Conyers 
who is president of that company. 

This is his teletype: 

We give you the following information concerning our company’s operations 
as they relate to the 50-50 provision, United States Cargo Preference Act. 

West Coast Steamship Co.— 


that is his company he is talking about— 


owns 5 Liberty vessels, all operated under American-flag registry. Our vessels 
are employed in the offshore bulk carrying or tramp trade, and are principally 
operated trans-Pacific. Ours is the only tramp fleet owned by a Pacific coast 
shipping concern. 

Since June 1955, we have also had under time charter, from 4 to 6 American 
Liberty vessels which we have operated in the eastbound intercoastal service 
earrying lumber from northwest ports to Atlantic coast ports. All of these 
charters have been drawn from the approximately 60-odd— 


I think it is about 70 now— 


American-flag Liberties which constitute the whole of the remaining Liberty 
tramp fleet operated under American-flag registry. 


I think this is important: 


During 1955, 68 percent of the offshore cargoes handled by our fleet, consisting 
largely of grains, coal and fertilizer, were secured as the direct result of applica- 
tion of the 50-50 provision of the cargo preference law. 

During the past year there has been a strong upsurge in the demand for bot- 
toms in all ranges attributable in a major degree to a general worldwide economic 
recovery which has seen foreign-flag tramp rates rise to the approximate level 
of those obtainable by American-flag tramps. 


I gave examples of that, and he has one here. 


This condition prevails today in the Pacific coast charter market. To illus- 
trate, we recently fixed a cargo of heavy grain loading at a Pacific coast port 
for Korea delivery, for loading during the month of March at a rate of $17.25 
per long ton, and on the same offering upon identical terms a Liberian-flag Liberty 
was also taken at $17 per long ton for the account of the same Korean agency. 


A 25-cent spread. 
The annual dollar contribution made to the general business economy of the 
Pacific coast by a relatively small shipping concern such as ours is deserving 
of consideration because of its very substantial nature. 
For the year 1955 West Coast Steamship Co. paid— 


TI EIS IIE ala hi pees a hens tse < $1, 265, 990. 35 
Vessel stores, supplies, and equipment__________________________ 180, 011. 40 
Foodstuffs including agricultural products, meats and poultry____ 193, 948. 35 
Maintenance and repair to Pacific coast shipyards______________ 226, 744. 57 
Stevedore wages and other cargo expense__________-_- 753, 224. 06 
Ine A sg 501, 927. 37 


SC ee eg a 213, 964. OS 
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The foregoing are total west coast expenses covering items listed but do not 
of course provide a basis for computing average daily Liberty costs for these items 
since the calendar year of operation covered a number of mixed charter types. 
Current average yearly expenses, United States-flag Liberty tramp are as follows: 


- 


a cea emcegsitpnin en ernest si .. $341, 640 
Stores, supplies and equipment evel u 41, 975 
Foodstuffs including meats____---------~-- Socal 29, 127 
IE” CRIN Oe ean nine mestiaieabein acon 54, 750 
Stevedore wages and other cargo expenses__—~__-_--~-~- 2 108, 750 
gh dh | * 8" ER a a ee a ‘ Pres ‘ 121, 545 
Marine insurance 45, 435 
I added them up and multiplied them by the fleet, and it is about $51 
million with $23 million of it being crew payrolls. In other words, 
this tramp fleet is worth $23 million to $25 million a year in payrolls, 
It buys $814 million worth of our oil, $3 million worth of our marine 
* , (= ’ . . . 

insurance; it puts $3.8 million a year into our shipyards, and it uses 
about $3 million worth of supplies and equipment, and purchases over 
$2 million worth of fooda year. That is just the tramp fleet. 

His telegram goes on: 


* 
- 


“1S cu Ot 


The preservation of the 50-50 provision is vital to our continued operation 
under the American flag. It is economically impossible for an American-flag 
tramp operator to compete on an equal basis with foreign-flag tramps. If the 
50-50 provision is nullified, we have but one choice if we are survive. We would 
then be compelled to revise our present policy of 10 years standing to continue 
solely as an American-flag operator, and seek the protection of foreign-flag regis- 
try for our vessels with its low standard of operating costs. This action will be 
forced upon us if the 50—50 provision is repealed. 

K. C. Conyers, 
Executive Vice President, West Coast Steamship Co. 

I offer that just because that is one of the smaller tramps. He is 
the only one on the Pacific coast, and his rate information ties directly 
in with ours. 

He does indicate the extent to which they contribute to our economy. 

I understand there has been a Senate proposal to repeal this thing 
without even the industry being heard. I am grateful that we can be 
heard here. 

I would like to put into the record, if I may, this message from Mr. 
Conyers. 

Thank you very much. 

Mr. Greene. Mr. Chairman, I believe Mr. Williamson has a state- 
ment he would like to submit for the record. 

Mr. WituiAmson. My name is Hugh Williamson. Iam an ofticer of 
the Association of American Shipowners. 

The financial operations of none of our members are affected at all 
by this legislation because we are engaged in coastal and intercostal 
trade, but we do feel that it is extremely vital to the United States mer- 
chant marine as a whole, and we want to endorse what has been said 
here. 

I would also like to submit a statement we have prepared, entitled 
“Farm Surpluses and Shipping.” 

If the chairman please, I would like to make it a part of the record. 

The Cuarrman. It will be included in the record at this point. 
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(The statement referred to follows :) 


[From Shipping Survey, Vol. 11, No. 3, November 1955. Association of American Ship 
Owners, 76 Beaver Street, New York 5, N. Y.] 


FARM SURPLUSES AND SHIPPING 


The International Cotton Advisory Committee has just estimated that, if 
present trends continue for 2 or 3 years, the rest of the world may be able to get 
along without any American cotton. The basis for the estimate by this 32-nation 
group is the rapid expansion of foreign capacity to produce. To shipowners this 
kind of statistical logic has a familiar ring. Someone is always writing off the 
American merchant marine for about the same reasons. 

For some time there has been an impressive parallel in the development of 
the American merchant marine and American agriculture. Both industries ex- 
panded rapidly to meet wartime and postwar emergencies. The problem of 
many farm commodities today is not that America needs less but that the world 
cal supply more. Shipping is up against the same problem. 

Both industries have had to trade in a world of inconvertible currencies. 
Neither can accept these inconvertible currencies in payment for its product or 
service since only in a limited way can inconvertible currency be used to defray 
operating expenses. Only when the exchange control authorities abroad are 
willing or able to make payments in convertible currency (dollars) do the two 
industries have a reasonable chance to compete in foreign trade. 

For American agriculture the situation is serious. If cotton farmers are to 
produce more than 14 million bales per year, they must export about 5 million 
bales. If wheat farmers are to continue to produce 1.2 billion bushels per year, 
they must export more than 4 million bushels. But for the American shipping 
industry the problem is even more serious. Most of the dry-cargo fleet operates 
exclusively in foreign trade. 

In these circumstances the United States Government has intervened to assist 
shipping and agriculture. The shipping industry thinks that it understands the 
agricultural problem—at least the part that parallels its own. This survey seeks 
to analyze the problem facing shipping so that it will be clear to all as a back- 
ground for better understanding. 


THE PRIVATELY OWNED AMERICAN MERCHANT MARINE 


Each sector of the merchant marine has had its own history. Here we are 
concerned primarily with the United States flag dry-cargo fleet in foreign trade, 
but it is necessary to weigh the problem of this particular sector against the out- 
look for our entire merchant fleet. It is difficult to appreciate, for example, why 
the dry-cargo fleet in foreign trade is so critically important unless the virtual 
disappearance of the general cargo fleet from the coastwise trades is first under- 
stood. The table on page 2 contains the only statistics that the reader is asked to 
study for background purposes. 

Note first of all that the domestic dry-cargo fleet, which is protected by law 
from foreign competition, has shrunk to a fraction of its 1939 size. This fleet 
operates in the coastwise and intercoastal trades and to the noncontiguous terri- 
tories such as Puerto Rico and Hawaii. What should be done to restore the 
domestic fleet is another important matter, and it is high time that something 
was done about it. But it seems to be a reasonable assumption that it will take 
a long time to repair the damage that World War II brought upon our domestic 
dry-cargo fleet. 

The tanker fleet has expanded with the expansion of the great petroleum in- 
dustry. But, because of competitive considerations in the foreign trading areas 
and because tankers must inevitably play a limited role in the economics of 


domestic transportation, the tanker fleet may do well to hold its own in the 
future. 


lt seems likely then that any expansion of our merchant marine must rest 
heavily on the dry-cargo fleet in foreign trade, and we would hope in the commer- 


cial rather than in the military sectors. If the dry-cargo fleet in foreign trade 
should deteriorate to its deplorable inadequacy of 2 decades ago, there is little 
hope that the merchant marine as a whole can be held at anything like its 
present size. 

But let us first assume that our merchant marine as a whole can in fact be 
preserved at approximately its present size. Will it then be adequate when meas 
ured avainst national defense requirements? The last comprehensive statement 
by the United States military authorities on this issue was made by Rear Adm. 
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R. E. Wilson in mid-1953 before the Special Subcommittee on Marine Subsidies 
of the Senate Committee on Interstate and Foreign Commerce. According to 
Admiral Wilson, the required active merchant marine under United States flag, 
exclusive of merchant-type vessels in Navy custody, was 21.2 million deadweight 
tons, a figure which is substantially greater than the total active tonnage shown 
in the table. Describing the Liberty fleet as too slow for modern needs and noting 
other qualitative deficiencies in our merchant vessels of today, Admiral Wilson 
went on to outline a prototype construction program for modernizing the mer- 
chant fleet. The outlook for the vessel construction program is another inter- 
esting topic, but the real question is whether any important number of ships— 
new or old—can continue to operate in foreign trade under the United States 
flag. No fleet is going to survive, medern and well built though it may be, if 
there are no cargoes for it. 


Deadweight tonnage of the active privately owned American merchant marine on 
June 30, 1939, and June 380, 1955 


| 

1 
June 30, 1939, | June 30, 1955, 
deadweight | deadweight 


tons tons 


Commercial operations: 
Dry cargo: 
Foreign -__.--.- ae Li ashupin dake . agit 2, 244, 000 5, 605, 000 


Domestic: 
Coastwise _ _-_-- -- . gree’ Tt os j , 337, 000 
Intercoastal. . _ .- see eid cen : , 377, 000 
Nencontiguous 


1 385, 000 
581, 000 
442. 000 649, 000 


Toten: 3 ‘ 3, 156, 000 1, 615, 000 
Dry cargo, total ie oa L : s 7 5, 400, 000 , 220, 000 


Tankers: 


Foreign. _..-.--- ee eth SO eee 32 570, 000 , 248, 000 
Domestic 3, 340, 000 220, 000 


‘Tankers, total giver 3, 910, 000 5, 468, 000 


Total commercial operations. .__- ; 7 ; 9, 310, 000 | 12, 688, 000 


Operations for Government agencies. _. a 485, 000 


Inactive vessels: 


Dry cargo 7 oe 5 2, 043, 000 132, 000 
Tankers ‘ ide irate Te ae 348, 000 700, 000 


IS TARE BONN dein padcnseccccptecces ee ee ae 2, 391, 000 832, 000 


1 General-cargo vessels have almost disappeared from the coastwise trades. Remaining vessels are mostly 
colliers and other bulk-cargo carriers. 


In more general terms other military people have stated the case for a 
merchant marine under the American flag as an important element in national 
security. It is the military judgment of the kind expressed by President Eisen- 
hower when he called the merchant marine the fourth arm of national defense. 
A layman may either believe it or not, dependent upon his confidence in the judg 
ment of our military leaders. Be that as it may, there are other important con 
siderations in the economic and commercial fields. 


GOVERN MENT SUPPORT TO MERCHANT MARINES 


Government encouragement of shipping goes back long before the United States 
existed and persists all over the world. Who started it is not in issue. What 
is important is that Government assistance to merchant marines would go on 
even though not a single merchant ship were to fly the United States flag in the 
future. 

Our Government supports the merchant marine in foreign trade almost exclu- 
sively through operating-differential subsidies on specified trade routes and 
through legal requirements that some part of Government-financed cargoes be 
carried in United States flag ships. The latter support is usually referred to as 
“cargo preference” for United States flag ships or, less accurately, as the 50-50 
requirement. Construction subsidies are also available on ships built in the 
United States, enabling American ship operators to obtain vessels built in United 
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States yards at approximately the same net price as the going price for vessels 
built in foreign yards. Construction subsidies are therefore subsidies to ship- 
yards in this country but not to the operators of our merchant fleet. 

Preferential treatment for United States flag ships in the placing of Govern- 
ment-sponsored cargoes dates back to the beginning of the century, but it did 
not become of major importance to our fleet until the foreign-aid programs after 
World War II. Under the legislation of the Marshall plan, Congress directed 
that no less than 50 percent of Government-financed cargoes be carried in United 
States flag ships and the same principle has been extended to other aid legisla- 
tion. In the Butler-Tollefson Act passed in 1954 Congress codified these special 
provisions of our foreign-assistance laws into permanent legislation. 

Generally foreigners have deplored this preference for United States flag ships 
and it has come under fire in some well-intentioned appraisals of this country’s 
foreign economic policy. The degree of unpopularity has, however, been irregu- 
lar. Inthe recurring shipping emergencies of the last 10 years the United States 
flag merchant fleet has taken the impact of the fluctuating demand for shipping 
facilities and, in the Korean emergency, the dominant contribution of the United 
States flag fleet was taken as a matter of course. 

Foreign governments support their merchant marines in many ways. Discrim- 
inatory port charges, berthing preferences, discriminatory consular invoice 
fees—these and other discriminations intensify the problems of United States 
operators in the overseas trade. Where foreign merchant marines are national- 
ized or where cargo movements are under government control, the range of dis- 
criminations is broadened. The American merchant marine has come to accept 
many of these discriminations as a way of life, although it is obviously to our 
advantage if they can be held within some limits. In any case, the American 
merchant marine recognizes that discriminations against it will not be eliminated 
through a step-by-step attack on foreign shipping laws. The discriminations 
Which really hurt are deeply imbedded in foreign currency regulations and the 
general framework of econonric controls on foreign trade today. 

Many American farmers and businessmen have at one time or another been 
exposed to the exasperations of foreign-currency regulations. But the American 
merchant marine has had to live constantly in a world of incovertible currencies 
since the end of Wold War II. The severity of currency restrictions has differed 
from time to time and place to place. Always, however, they have posed a threat 
to the existence of our merchant marine in foreign trade. The American ship- 
ping industry wonders how much more serious this threat would have been 
without the requirement of cargo preference for United States-flag ships in our 
aid legislation. 

Foreign-currency regulations, which are the administrative framework of 
international currency discriminations, are conrplicated enough in themselves 
and the layman invariably gets lost in their technical jargon. In essence, how- 
ever, they are simple. Through currency regulations, foreign governments and 
their exchange control authorities ration the available supply of dollars to their 
importers. If the exchange control authorities know that wheat, textiles, or 
shipping services can be purchased in soft-currency areas, they are less likely to 
make dollars available to enable their importers to buy these goods and services 
from United States suppliers. Normal commercial considerations will therefore 
have very little to do with the purchaser’s choice if the exchange control author- 
ities rule otherwise. 


EFFECTS OF INCONVERTIBLE CURRENCIES 


Apologists in this country for such discriminations usually are content to ask 
this question: Why should foreign governments be expected to make available 
their dollars for the employment of United States-flag ships if they can find 
enough of their own ships or other nondollar ships? The question has been put 
in these blunt terms in some of the comprehensive studies on our foreign eco- 
nomic policy which have emerged in recent years. It should be noted carefully 
that those who ask this question do not refer to price, quality of service or other 
commercial considerations. They suggest that it is right for foreign exchange 
control authorities to bar the employment of United States-flag tonnage if they 
so desire, solely on the ground that other flag shipping is available for currencies 
other than dollars. Their case is usually supported with truism that foreigners 
cannot spend dollars which they don’t have. 

Like many truisms, this one diverts attention from the real point which is the 
basis on which foreign exchange is rationed by the exchange control authorities. 
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If the American ship operator finds that exchange regulations are administered 
unreasonably against him—with the foreign buyer given no freedom of choice 
to exercise a commercial decision—then he has every reason to insist on support 
from his Government in meeting the problems of inconvertible currencies. And 
the same thing is true of agriculture. 

The argument that the dollar balance-of-payments problem of free foreign 
nations can be solved if the American merchant marine would only disappear 
from foreign trade appears unaffected by facts. A year and a half ago it was 
estimated in the staff report of the Randall Commission that about $500 million 
per year might be added to world earnings of dollars (net) if we were to give 
up our merchant marine in foreign trade. To see this figure in true perspective 
it must be realized that the so-called dollar gap of free European countries has 
at times exceeded $5 billion per year. Our merchant marine in foreign trade is 
clearly not big enough to perform the sacrifice that is expected of it. 

Besides, the issue is not a simple one of finding a $500 million item to shift 
around in a complex world payments adjustment. Even the economic theory 
doesn’t work that way. Asa practical matter, the first thing to find out is what 
the effects would be if the shifts actually were made. What, for example, would 
the effects be on our political position and on our economy if we were to have no 
merchant marine in foreign trade? The same kind of question would arise if it 
were suggested that we should bolster foreign payment balances to the extent of 
$500 million per year by increasing our imports of sugar at the expense of our 
domestic producers, and by importing butter and by adding to our gross imports 
of fats and oils generally. No doubt American farmers would be interested in 
these proposed shifts, as the shipping industry is in the suggestion that it be 
sacrificed for the sake of an abstract balance-of-payments theory. 


DISPOSAL OF AGRICULTURAL SURPLUSES 


Shipping is in sympathy with the Government’s programs for the disposal of 
farm surpluses in foreign currency transactions abroad. Against the back- 
ground of experience abroad, these agricultural programs make sense. Govern- 
ment programs of aid to shipping and agriculture come in contact with each 
other as follows. 

Title I of Public Law 480, 88d Congress, authorizes the President, until June 
30, 1957, to carry out a program for the sale of surplus agricultural commodities 
for foreign currencies under agreement with friendly nations. Within the time 
limit of June 30, 1957, sales may be consummated of not to exceed $1.5 billion 
in costs to the Commodity Credit Corporation, including the Corporation’s 
investment in shipping and other services as well as in the commodities involved. 
In the last session of Congress, an attempt was made to exempt cargoes under 
the surplus agricultural disposal program from the cargo preference or 50—50 
shipping legislation. 

The arguments behind this attack on existing shipping legislation take many 
forms but they boil down essentially to these three major propositions: (1) The 
mandatory employment of United States-flag ships reduces the amount of agri- 
cultural products which can be sold under the law; (2) primarily because for- 
eigners do not like the 50—50 principle, the spending of funds under the law is 
slow; and (3) the enforcement of the 50-50 statute makes for Government inter- 
vention in what are otherwise normal commercial transactions. 

The third argument that surplus agricultural sales are normal commercial 
transactions is as far removed from fact as it could possibly be. Most of the 
assistance under the Marshall plan and other programs of economic aid has 
been conditional on the placing of foreign currency or counterpart funds in 
accounts to be spent in joint agreement between the recipient governments and 
the United States Government. While the foreign currencies received in surplus 
agricultural sales are generally to be used for somewhat different purposes than 
were the counterpart funds generated in the Marshall-plan program, they will 
not be used for purposes which would be appropriate to the normal commercial 
exporter or under conditions which would make sense commercially. In a 
transaction with Brazil, for example, our Goverment is apparently prepared 
to accept long-term payment in cruzeiros with no exchange rate guarantee. 
Having regard to the foreign exchange risk in particular, no commercial exporter 
could accept terms of this kind. As another illustration, the foreign currencies 
received will be used for such purposes as international educational exchange 
or as loans for multilateral trade and economic development. The need for 
foreign assistance to free nations in the past decade has led to many forms of 
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unusual programs of this nature, and none of them should be called normal 
commercial transactions. 

As for the argument that the 50-50 provision slows down the spending of 
agricultural surplus funds, the record speaks for itself. It is true that this 
Government received diplomatic notes from 9 different countries deploring 
50-50 when the Butler-Tollefson Act was before Congress, and it is also true 
that some countries have at one time or another balked at the acceptance of 
the 50-50 principle. But overshadowing foreign protests against the 50-50 
principle in surplus-crop disposal have been the objections of agricultural 
countries to any kind of United States surplus-disposal program. The latter 
kind of objections has undoubtedly slowed down some specific negotiations— 
as the one with Brazil just referred to—and of equal importance have been 
reservations on broad commercial policy grounds which have stimulated debate 
within the executive branch of our Government. Even so, the program has 
moved ahead on schedule. Two-thirds of the available funds for the first year 
were committed in the first year of the 3-year program under Public Law 480 
and there is no doubt that the entire program will be carried out within the 
35-year time period. 

DOLLAR TRANSPORTATION COSTS 


Finally, we come to the question of how much the employment of United States- 
flag vessels in the surplus-disposal program is likely to reduce the funds available 
for other purposes. In the first year under Public Law 480, only $32 million 
of the programed costs is for ocean transportation to be paid on foreign-flag 
vessels as well as United States-flag vessels. Slightly over half of this amount 
is for those nations which have specially requested dollar financing for practically 
all their ocean freight needs in the shipment of surplus commodities. These are 
the nations whose merchant fleets are not large and whose currencies are for 
the most part not acceptable in world markets. Presumably these nations would 
request dollar financing of ocean freight even if there was no 50-50 requirement. 
For all other nations in the first year of the program, dollar financing of freight 
amounts to 3 percent of total programed costs. Projecting the program of the 
first year to the end of the 3-year period might reasonably lead to the conclusion 
that, of the $1.5 billion authorized by Congress, $45 million will defray the cost 
of transportation in United States-flag vessels for those foreign nations which, 
in the absence of 50-50, would probably have forced their importers to employ 
ships other than those of United States registry. This seems a very small 
amount in relation to the total cost for commodities, processing, packaging, 
handling, and transportation. Furthermore, it has been estimated that the 
higher freights paid on United States-flag vessels carrying surplus commodities 
will amount to less than 1 percent of the total surplus-disposal program. 

It does not seem reasonable for the American farmer to object seriously to 
this kind of differential for United States-flag ships in the Government’s program 
for surplus disposal abroad. The farmer knows that the costs of processing, 
packaging, handling, and transportation within the United States are all in 
dollars at going United States prices. Why, then, should United States shipping 
be singled out for sacrifice, simply because it operates outside the national 
boundaries. 

THE COMMERCIAL LIFELINE 


It is important to keep all of these facts in mind since the American shipping 
industry has sometimes been accused of complicating surplus agricultural ex- 
ports. In a very practical way, however, United States-flag shipping is the 
commercial lifeline for those American industries which are dependent on 
foreign trade. 

On paper it is possible to construct an economic model for the foreign trade 
of the United States in terms of all the essential elements except United States 
ships. But things don’t work out that way. No major world-trading power has 
ever prospered for any length of time without a merchant marine. Between the 
Civil War and World War I this Nation turned its great energies inland—or 
rather westward—and failed to maintain a strong merchant fleet. After World 
War I this country again turned its back on the merchant marine in keeping 
with the popular philosophy of economic and political isolationism. The conse- 
quences of those policies are all too fresh in our minds. Everyone recognizes that 
there is no alternative to close economic contacts with friendly foreign countries. 


For American agriculture a strong merchant marine under the American flag 
is particularly important. 
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Many people, while conceding the importance of transportation to American 
agriculture, have argued that vessels operating under foreign flag can guarantee 
the Overseas market for our farm goods about as well as the United States flag 
fleet. After all, so the argument runs, foreign ships need cargoes as much as 
American-flag ships do. The trouble with this argument is that it doesn’t work 
not always, anyway. Only on the assumption that the foreign shipowners have 
the same identity of business interests as do the United States shipowners with 
American agriculture would this assumption come close to the mark. It simply 
is not so. 


If, as the International Cotton Advisory Committee appears to predict, cotton 
exports should no longer move out of our ports, foreign shipowners would be 
forced to shift their vessels from our ports to the ports of Turkey, Egypt, and 
Pakistan. It is true that some foreign shipowners maintaining regular liner 
service from United States ports would be seriously inconvenienced but the 
problem would not be insurmountable. The end of United States cotton exports 
would, however, be a body blow to American shipowners since our ships are not 
operated in the cross trades away from our own ports. The American shipowner 
has the same stake in the export of cotton as the American farmer himself. The 
same goes for other agricultural commodities that are exported in important 
quantities. 

So much has been written about transportation as the lifeline of industry 
and agriculture that it is hardly necessary to labor the point. The trouble, 
however, is that any kind of transportation is not enough. To preserve our 
position in world trade, this country needs a transportation system which is 
responsive to the national interest and to business needs. 

Mr. Greene. Mr. Chairman, the last of our team and the one to 
whom the ball is now tossed to carry over the goal line is our good 
friend and colleague Mr. Alexander Purdon of the Committee of 
American Steamship Lines. 

Mr. Purvon. My name is Alexander Purdon, executive director of 
the Committee of American Steamship Lines. 

In closing up our testimony I would like to say that our joint ap- 
pearance before your committee to discuss Public Law 664 symbolizes 
the unity with which we support this legislation. 

Your records will show that the agricultural organizations are 
somewhat less unanimous in their views. 

Your committee has rendered a great service by this searching and 
timely inquiry. And, if I might add to what Mr. Mayer alluded to 
in his closing statement, I somewh: at believe that had the Senate Agri- 
culture Committee had the benefit of all the information which this 
committee has developed, it might not have been so hasty in reporting 
out an omnibus farm bill which, in one section, deletes the application 
of 50-50 to farm products. 

There is very little that can be added to the comprehensive record 
that you have made, but I would like to add just a few brief comments. 

The Committee of American Steamship Lines is an organization of 
15 companies holding operating-differential subsidy contracts under 
the Merchant Marine Act of 1936. These companies operate 295 ves- 
sels under their contracts, and last year sailed 1,585 voyages on 27 
essential trade routes from all coasts of the United States to all parts 
of the world. 

United States-flag ships have carried approximately 53 percent of 
the farm-surplus commodities exported under title I of the Public 
Law 480 program. Based on Maritime Administration statistics, we 
estimate that the members of our committee have carried at least 18 
percent of the United States share. 
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Our operating-differential subsidy contracts require us to do every- 
thing possible to secure cargoes for our ships, and this obviously in- 
cludes Government as well as commercial cargoes. 

Not too long ago we started a survey of the promotional activities 
of our member lines. Even incomplete returns show that our traffic 
representatives visit over half a million firms and industrialists each 
year—more than 2,000 contacts each working day. The purpose, of 
course, is to sell United States-flag shipping service to American busi- 
ness on the sole basis of regular, dependable, safe ocean transportation 
at rates that are the same as our foreign competitors offer. Yet, time 
and again difficulties are experienced in selling United States-flag 
service to our own businessmen. 

Some of their traflic managers state that despite their personal in- 
clinations they are powerless to route more of their business to Amer- 
ican ships, because of conditions imposed by foreign companies which 
in one way or another “dictate” foreign-flag routing. Thus, even 
when rates and service are equal, American ships are often denied a 
fair, competitive wainortadiity to carry the goods we buy ourselves. 
This is not hearsay. I have heard this st: 1tement made to me many 
times in the last month or 6 weeks, during which time I have visited 
some of these people in some of our largest Midwest cities. 

Nor is it related in order to minimize the necessity or the advantage 
of agressive selling of American shipping service. It is intended only 
to demonstrate the practical difficulties we face in soliciting com- 
mercial cargoes, 

Our disadvantage in routing more exports on United States ships 
is complicated by the fact that foreign maritime nations reserve 

cargoes to their own ships—not always through laws, to which we 
could effectively object, but through regulations ‘bolstered by tradition 
and commercial practice. 

In the face of this it is extremely difficult to understand why agencies 
of our own Government seem inclined to depreciate the st: ake our 
merchant marine has in the trade our own Government generates. 

During the last session of Congress our organization appeared be- 
fore this committee to discuss the problems of vessel replacement. 
We estimated then a replacement obligation for our lines alone of about 
$2.5 billion. Since then, firm commitments have been made which 
total $875 million. T think that is 85 ships. A fair participation in 
Government cargoes, combined with an increased ratio of commercial 
business is necessary to justify these obligations. What good is a 
freighter without freight ? 

Our foreign trade is on the upswing, but American ships must carry 
more of it if we are to build an American merchant marine com- 
mensurate with our stake in world trade and collective security. 

To attain the objectives of the 1936 act, Congress established 
partnership system which combines private and Government invest- 
ment in our merchant marine. Having made this investment, it is 
only commonsense to use the facility. This system has paid rich 
dividends, and if the returns of the Federal recapture, corporation 
taxes, and payroll taxes are considered, it has probably netted the 
taxpayer a profit. 

The framers of the 1936 act. also foresaw the necessity for cargoes 
as well as direct aid. In section 212 (d) they directed the Maritime 
Administration to take certain steps to insure the cooperation of all 
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Government departments in “securing preference to vessels of United 
States registry.” This applies to the obtaining of cargo. Thus the 
various legislative expressions of the 50-50 principle culminating in 
Public Law 664 are merely implementations of the original intent of 
Congress when it established our basic maritime policy. _ 

Critics of 50-50 seem to us to ignore its benefits to our industry and 
the national welfare while exaggerating its effects on agriculture. 

In my travels, I did not find the difference of opinion between the 
farmers and the maritime industry, but there is a distorted view by a 
few isolated farm professionals as to the effect of 50-50 on the overall 
farm program. 

Disposal of farm surpluses is of concern to everyone, but when all the 
factors are compared, 50-50 is not even a minor impediment. 

Mr. Gwynn Garnett, who appeared before this committee as a rep- 
resentative of the Department of Agriculture appeared before the 
Senate Agriculture Committee on March 11, 1955, as a representative 
of the Farm Bureau. At that time he listed seven principal restric- 
tions by foreign countries to expanding international trade and pre- 
sumably to our agricultural exports. These were: 

(1) Import licensing and quotas; 

(2) Import duties and taxes; 

(3) Customs procedures ; 

(4) Health and sanitary restrictions: 

(5) Foreign exchange manipulations; 

(6) Government and quasi-Government export and import 
monopolies ; 


(7) Discouragement of private capital. 
Tn his conclusion he said: 


The imposition of import quotas by foreign countries has been the principal 
limitation on United States exports. 

We can meet the problems of surplus disposal more effectively if 
we keep them in proper perspective and avoid exaggeration. It seems 
to me there is no need to make 50-50 the whipping boy when these 
seven restrictions are the major obstacles to agricultural exports and 
expanding international trade. 

I do not propose to extend the record unduly. Therefore. I shall 
conclude with a few personal observations which may be helpful by 
way of emphasis: 

(1) It isin the national interest to dispose of farm surpluses, but only 
when all the terms of disposal are in the national interest. A sound 
maritime policy and a sound farm policy are both of national concern. 

(2) There is actually no conflict between our maritime and our 

agricultural interests. The real conflict is between our maritime 
policy and that of foreign nations. The issue is not a matter of prin- 
ciple as has been contended here by the opponents of 50-50; the issue 
is whether the expansion of foreign merchant marines ‘shall be en- 
couraged at the expense of our own. 
(3) The United States needs a stronger merchant marine than 
it now has. All other maritime nations themselves would suffer if 
we yielded to their persuasion and gave them all our shipping. What 
weakens us, in the long run, endangers them. | 

(4) Freedom of the seas should not be reserved for the OFEC 
nations. We have a stake in it, too. 
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(5) It is not accurate at all to state that other maritime nations 
have not objected to 50-50 aid cargoes, but only to its recent appli- 
cation to surplus commodities. Foreign maritime interests have con- 
sistently objected to 50-50 since its inception, but previously the need 
for aid has outweighed the protests of foreign shipowners. 

(6) Much has been made of a charge that our country may have 
set a “horrible example” for certain nations who use 50-50 as justifi- 
cation for bilateral agreements on commercial cargo. But surely, 
gentlemen, a sound principle does not become unsound merely because 
it may be copied or distorted. 

In his first semiannual report on Public Law 480, the President re- 
ferred to that law as an expression by Congress of its determination to 
deal with the abundance of our agricultural production in a construc- 
tive way. 

Public Law 664 was just a continuation of congressional determina- 
tion to deal in a practical way with another basic national problem— 
adequate cargo for the maritime industry. 

One law seeks a solution to the agriculture dilemma, another to ¢ 
maritime problem. They are both in the national interest. They 
are not in conflict. Thank you very much. 

The Crarrman. Mr. Greene, does that conclude your statement and 
the statements of your associates ? 

Mr. Greener. Yes, sir. This conludes our affirmative presentation, 
Mr. Chairman. 

The Cuarrman. Since it is all along the same presentation to the 
committee, I would like Mr. Stuart to come up and make a statement 
now. Isee Mr. Stuart in the audience. 

You gentlemen keep your seats. Then the committee will ask such 
questions as the members desire. 

Mr. Stuart, the berth liners as well as the tramp liners have been 
included in the other general statements. I am wondering if you 
would care to comment on this statement, and then include your entire 
statement in the record ? 

What would be your desire ? 


STATEMENT OF JAMES B. STUART, PRESIDENT, AMERICAN 
TRAMP SHIPOWNERS ASSOCIATION 


Mr. Srvarr. I will be happy to do that, Mr. Chairman. I will sub- 
mit my full statement for the rec ord and just pick out some of the 
highlights of my statement. 

(The statement referred to follows :) 


STATEMENT OF JAMES PB. STUART, PRESIDENT, AMERICAN TRAMP SHIPOWNERS 
ASSOCIATION 


Mr. Chairman, my name is James B. Stuart. My appearance here is as presi- 
dent of the American Tramp Shipowners Association. That association is com- 
posed of a substantial majority of the owners of American-flag tramp ships. 

As you know, our tramp ships are essentially carriers of cargo in bulk. As 
such, our participation in the farm surplus disposal program under Public Law 
480 consists principally in the carriage of grain. Our tramp ships are well suited 
to the carriage of grain because of their ease in loading and unloading, and be- 
cause speed of delivery is not essential. Other agricultural products are gener- 
ally shipped on liner vessels, although substantial lots of grain also go on liners. 
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May I again invite the committee’s attention to the fact that American tramp 
vessels receive no operating subsidy and have been held to be not eligible for 
such subsidy under existing law, Nevertheless, we have the same competitive 
cost disadvantage as compared with foreign tramp ships as our liner brethren 
have with their foreign liner competition, I can tell you categorically that 
without the 50-50 provisions of existing law it would be impossible for the Amer- 
ican tramp fleet to continue in existence at anything like its present size. In 
the absence of operating subsidy, our tramp fleet would be driven from the seas 
almost immediately should the 50-50 statute be repealed. 

Our cost of operating a Liberty ship in the tramp trades under the American 
flag is roughly $44,000 per month; the cost of operating a similar type vessel 
in similar tramp service under foreign flag is as low as $18,000 per month. 
Because of this cost differential, it is historically necessary for the American 
tramp vessel to receive higher rates than competing foreign tramps. Actually, 
at no time that I know of has the rate differential been in proportion to the cost 
differential. At all times our cost disadvantage has been far greater than our 
rate advantage. At the present time, the rate differenital between Americ:n- 
flag and foreign-flag vessels is smaller than normally, although our cost dif- 
ferential remains as before. Without this rate differential, the American-flag 
tramp ship could not compete in the world market. But I should like to invite 
the committee’s attention to the fact that even with this rate differential and 
the lower rate for carrying freight on foreign tramp vessels, the profit made by 
foreign Liberty ships is far greater per ship under the farm surplus disposal 
program than the profit made by the United States-flag tramp. In other words, 
if two cargoes of surplus grain are shipped at the same time to the same destina- 
tion, one on an American Liberty ship and the other on a foreign Liberty ship, 
the foreign rate will be lower than the American rate; but the profit made by the 
foreign ship will be several times as great on that same voyage with the same 
cargo as will be made by the American-flag vessel. 

If the applicability of the 50-50 law to agricultural surplus is repealed, I feel 
that a major portion of the American tramp fleet will disappear. Even with the 
50-50 provisions, there is only enough work for the existing American tramp 
ships. Had there not been a transfer program 2 vears ago, all of us wonld 
have been bankrupt today because of the effect the overtonnage would have 
on the American 50 percent. Under the present program, there has been no 
shortage of American ships and our rates have been considerably below the 
NSA rates. In other words, our ships have been available to the extent that 
they are needed for the 50-50 program; and the rates which they have offered 
have been below those prescribed by the National Shipping Authority as reason- 
able for Government-owned ships when used in the same trade. 

Because of the importance to us of maintaining the 50-50 provisions as applying 
to surplus farm commodity disposal programs, may I briefly analyze the argu- 
ments which have been made by the opponents of the present statute. My col- 
leagues have presented their answers to these arguments at length. and I wish 
to join in their presentation. To save the committee's time, I shall express my 
own views quite briefly. 

As I understand them, the arguments against applying the 50-50 provisions 
of law to the shipment of farm surplus products are that: 

1. It causes delays in shipments: 

2. There is an increased cost of shipping in American vessels and hence Jess 
money for the purpose of surplus farm commodities; and 

3. Certain nations have refused to buy because of the 50-50 requirements 

As this committee has previously found, there is clearly no delay resulting from 
the application of Public Law 664 to the surplus disposal program. Public 
Law 664 clearly states that at least 50 percent shall be carried on American 
vessels to the extent such vessels are available at fair and reasonable rates. 
When not available, or if rates are considered too high, there is an automatic 
escape clause. I can assure you that if normal chartering practices are fo! 
lowed, there is no possibility at all of there being one moment's delay. Not only 
are our ships available, but if they were not. adequate notice would be given 
und foreign vessels could be taken to insure prompt shipment. 

Argument has been made by opponents of 50-50 that the increased costs of using 
American ships cuts down the amounts available to the purchase of surplus 
farm products. They contend that (a) American tramp ships are somewhat 
more expensive, and (}) that even where there is no rate differential as on most 
liners, if American ships are used they must be paid for in dollars which reduces 
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the overall appropriation available to buy farm products. In connection with 
rates, I must point out that our rates are obviously considered reasonable: If 
they were unreasonable, certainly the people supervising the disposal program 
would be justified in looking to foreign-flag vessels under the provisions of the 
statute. To the argument that use of American vessels requires dollars which 
would otherwise be available for purchase of additional farm products, may I 
point out that in many cases dollars must be used even when foreign-flag ships 
carry the surplus. For unless the cargo is shipped on a vessel of the recipient 
nation, the freight on other foreign ships is usually required to be paid out 
of the dollar appropriation. 

But most important is the fact that while some costs to the surplus-disposal 
program may be shown through the use of American ships, the cost would be 
much greater were the 50-50 requirements eliminated and the American ships 
thus effectively driven from the market. Tramp rates are set by the laws of 
supply and demand: Rates are at their present level because of the relation 
between the demand for ships to carry the available cargoes and the supply of 
those ships available to be chartered. If the 50-50 clause were repealed, the 
American tramp vessels would be driven out of the market and the carriage 
of tramp-type cargoes shipped under the farm surplus disposal program would 
be in foreign-flag ships. Obviously, this would increase the demand for foreign- 
flag ships. But the supply of such ships would not be increased and the rates 
for these foreign-flag ships would inevitably rise. This rise would not only be 
on the ships chartered to replace the American vessels, but would spread through 
all vessels used on both sides of the program and the tremendous volume of 
commercial cargoes as well. This increase would result in a great increase 
in the total cost of shipping surplus commodities. Mr. Hudtloff, Director of 
Transportation of the Department of Agriculture, in his testimony before this 
committee also expressed this view. Any “saving” by reason of eliminating 
the American-flag tramp through repeal of 50-50 would soon be replaced by 
an exceedingly large additional foreign tramp freight cost. And much of this 
freight cost would be in dollars because we would be required to use tramp 
ships of other than the recipient nations. My own guess is that the actual 
dollar drain on the program would be far greater if the 50-50 requirement were 
eliminated from the farm surplus program than it is today. 

The third argument the opponents of 50-50 put forth is that some nations 
have refused to buy certain American farm products as long as 50-50 is imposed. 
I understand that such refusals are minor in comparison with the total program, 
and that there should be no difficulty on this ground in disposing of the full 
amount authorized even though certain nations raise these objections. Actually, 
it is my belief that the objections of these nations has been the result of pres- 
sure put upon them by foreign shipping interests. These foreign shipping 
groups seem to be using their governments to seek to get for their own flag 
ships not half, but all, of the cargoes shipped by the United States under the 
farm surplus program. Please note that using American ships costs the re- 
cipient government not one penny more, and does not increase the delivered 
cost of the surplus farm products one cent, as the importing country is required 
to deposit its own currency only to the extent of the prevailing world freight 
rates. As there is no greater cost to the recipient nations through using 
American-flag ships, the only basis for their protest must be to benefit their 
merchant marines at the expense of the American merchant marine. 

Certainly, we cannot characterize this action by foreign maritime nations as 
fair when we consider that during the first 8 months of 1955 our United States 
oceanborne, dry cargo exports, including aid cargoes, averaged 544 million tons 
per month, of which only 19.2 percent was carried by American liner and tramp 
vessels combined, and the carriage by American liner and tramp vessels of 
our total dry cargo export and import commerce is now at the lowest level 
since and prior to the enactment of the Merchant Marine Act of 1936. 

Attached herein is schedule A, a statement showing the volume of United 
States dry cargo exports during this period of 1955. This statement also reflects 
in detail the volume of our dry cargo exports to the 7 foreign areas receiving 
the major portion of 50-50 cargoes and the percentages earried by foreign- and 
American-flag vessels. There are several significant facts to be gained from a 


study of those figures: 
1. That 63.3 percent of our oceanborne, dry cargo exports were carried by 


tramp vessels. 
2 That in the carriage of United States dry cargo exports, foreign-flag tramp 


vessels carried 10 times as much as American tramp vessels (57.5 percent versus 
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5.8 percent) and foreign-flag tramps and liners combined carried 4 times as much 
as American liners and tramp vessels combined (SO percent versus 20 percent ) 

3. That American-flag tramps carried but 214 million tons of United States 
exports consisting almost exclusively of 50-50 cargoes, an insignificant amount 
when compared with the 25% million tons carried by foreign-flag tramp ships. 

How can we reconcile these facts with the declared policy of our Merchant 
Marine Act of 1936, that we should maintain an adequate and well-balanced 
merchant marine capable of carrying a substantial portion of our commerce. 
How is it possible to have such a merchant marine without an adequate tramp 
fleet in view of the fact that 66 percent of our oceanborne, dry cargo foreign 
commerce, including aid cargoes, is carried on tramp vessels and, but for a 
negligible portion of this total, is practically all carried on tramp vessels regis- 
tered under foreign flags. Not only because I am an American, but also out of 
inherent fairness, I believe that we should not forfeit the American merchant 
marine merely to bow to the pressure of foreign-flag fleets. 

[ have been informed that at the end of the first year of the farm disposal 
program, two-thirds of the $700 million initially allocated to the program for a 
3-year period was committed. Iam further informed that the increase in the ceil- 
ing from $700 million to $1,500 million was made by Congress. Certainly these 
facts and figures do not indicate that the 50-50 clause has been any handicap to 
the disposal of farm surplus. In the absence of proof of any such delay result- 
ing from 50-50, I respectfully urge this committee and the Congress to avoid 
action which would cause irrevocable damage to the American tramp fleet with- 
out doing anything to assist the farm program. 

In my opinion, American farm interests and American shipping interests are 
closely allied. I believe that attempts by certain farm groups to seek elimina- 
tion of 50-50 result from a lack of understanding of the true relationship between 
the two groups, and without properly evaluating the source of the protests by 
some nations. May I point out that if the farmers of America are unable to 
export, the American-flag tramp fleet would be sorely handicapped, as much 
of our work is in the carriage of their export grain. Certainly we rarely carry 
commodities of foreign nations. If any hindrance is placed on the farm disposal 
program, or any diminution is placed on its volume, we suffer in proportion with 
the American farmer. 

Conversely, if the American tramp fleet is forced from the seas, the American 
farmer is at the mercy of the foreign shipowner. If the foreign shins were then 
to become unavailable, or if foreign shipowners were to raise their rates, it 
would be impossible for the American farmer to ship his surplus and thus 
impossible for him to sell it abroad. History shows what happens to American 
farmers when American ships are not available. When there were no American 
tramp ships available in World War I, foreign tramp rates rose over 1490 per- 
cent hetween 1914 and 1918. When the British had their general strike in 1926, 
American farm cargoes backed up at east coast ports, their markets were lost, 
and many cargoes spoiled. The beginnings of World War II drew many foreign- 
flag ships from their normal uses of serving American commerce, including 
farm exports. During the Korean incident, it was only the availability of the 
large private American fleet in operation, and the reserve fleet which these 
operators could manage for the Government, that enabled our farm exports to 
move. My thought is that if you do not protect and preserve this American 
fleet, the day will come when the American farmer will be at the mercy of the 
foreign shipowner. Our position on this point can be summarized by saying 
that we should not forget the long-range ship needs of the American farmer 
because of the present pressure of foreign shipping interests. 

The American shipping industry has learned to rely upon this committee to 
explain the problems of the industry to the Congress. We hope you will urge 
the Congress not to kill the American tramp fleet because of pressure of foreign 
ship groups exerted through their government’s spokesmen. With the money 
expended on 50-50, our Government gets carriage of its surplus commodities. 
But it also uses this same expenditure to maintain a tramp fleet, at least on a 
temporary basis. And in the absence of an operating subsidy, 50-50 is the only 
way that I know of to maintain our tramp ships in operation. We hope that 
you can convince your confreres in Congress of the importance of maintaining 
this fleet, and of the fact that to do otherwise would only result in increased 
eost to the agricultural disposal program, the demise of our tramp merchant 
marine, and the long-range detriment of our farmers by depriving them of an 
assured means of transporting their products abroad in future years, on Ameri- 
can ships. 
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[Schedule A] 


United States oceanborne dry cargo exports, Jan. 1 to Aug. 31, 1955, showing 
total and volume of exports to principal 50-50 areas 


Carried by— 


Grand 


Foreign-flag vessels Americar-flag vessels tobe 


Liner Tramp Total Liner Tramp Total 


United Kingdom and Eire: 
Thousand long tons . 6 3. 5 5, 000. 1 7 169 
Percent of total - 84.5 2. § 
Bayonne-Hamburg range 
Thousand long tons 2, ; 3 1, 226.3 ( 385. 5 
Percent of total : 90. 2 3 
Azores, Mediterranean, and 
Black Sea: 
Thousand long tons . ‘ . 269 
Percent of total ¢ i 4 xO 
Northern China, Shanghai, 
ind Japan: 
Thousand long tons 4 3, 197.6 , 441.7 
Percent of total 20. $ 53.7 74 
India, Persian Gulf, and Red 
Yeu 
Thousand long tons 
Percent of total 
Portugal and Spanish Atlantic: 
Thousand long tons 
Percent of total 
Southern China, Formosa, and 
Philippines 
rhousand long tons 
Percent of total 
1. Total 7 areas 
rhousand long tons 
Percent of total 
2. Total other areas 
Thousand long tons 
Percent of total] 


3. Total all areas 
Thousand long ton 
Percent of total 


Mr. Srvuarr. I appear today as president of the American Tramp 
Shipowners Association. That association is composed of a substan- 
tial majority of the owners of American-flag tramp ships. 

Now, you have heard the various speakers who have adequately 
covered the entire problem that is confronting the American mer- 
chant marine. We have a cost differential in the operation of our 
ships, which makes it impossible for us to compete on the world 
market unless we have subsidies, or the assurance of some cargoes, 
making them exclusive for the United States vessels. 

The main arguments that have been advanced against the 50-50 legis- 
lation are to the effect. that it has slowed up the shipments of the aid 
cargoes; that there has been an increase in the cost of shipping in 
American vessels, and hence, less money for the purchase of surplus 
farm commodities; and that certain nations have refused to buy be- 
cause of the 50-50 requirements. 

Now, if you read my statement carefully, you will notice that we 
have adequately covered that. It has been covered by all the pre- 
vious speakers. 

There has been no delay. There has been but a very insignificant 
cost, if we want to consider that a cost, by using the American-flag 
vessels; and the refusal to buy because of the 50-50 requirements in 
effect, is not a true statement. 
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I cannot understand the theory, the reasoning behind these foreign 
maritime nations, which, in effect, are not speaking as nations, but 
rather act as the mouthpiece for foreign shipping interests, when ‘they 
attack the 50-50 legislation. 

Consider the fact thta for the first 8 months of 1955 our United 
States oceanborne dry cargo exports, including aid cargoes, averaged 
514 million tons per month, of which only 19.2, percent was carr ied by 
American liner and tramp vessels combined, and the carriage by 
Ametrican liner and tramp vessels of our total dry cargo export and 
import commerce is now at the lowest level since and prior to the 
enactment of the Merchant Marine Act of 1936. 

I attach a schedule A to my statement, showing the volume of 
United States dry cargo exports during the period of 1955. This 
statement also reflects in detail the volume of our dry cargo exports 
to the seven foreign areas receiving the major portion of 50-50 cargoes, 
and the percentages carried by foreign and American-flag ve sels. 

There are several significant facts to be gained from a study of these 
hgures : 

(1) That 63.3 percent of our oceanborne, dry cargo exports, were 
carried by tramp vessels. 

2) That in the carriage of United States dry cargo exports, for- 
eign-flag t ramp vessels carried 10 times as muc h as American tramp 

vessels, 57.5 percent as opposed to 5.8 percent, and foreign-flag tramps 
and liners combined carried 4 times as much as American liners and 
tramp vessels combined, or 80 percent, as opposed to 20 percent. 

(3) That American-flag tramps « carried but 2145 million tons of 
United States exports, consisting almost exclusively of 50-50 cargoes. 
al insignificant amount when compared with the 2514 million tons 
carried by foreign-flag tramp ships. 

I do not understand how we can reconcile those facts to the declared 
policy of the Merchant Marine Act of 1936, to wit, that we should 
maintain an adequate and well-balanced merchant marine, capable of 
carrying a substantial portion of our commerce. 

How is it possible to have such a merchant marine without an ade- 
quate tramp fleet, in view of the fact that 66 percent of our oceanborne 
dry cargo, foreign commerce, including aid cargoes, is carried 
tramp vessels and, but for a negligible portion of this total, is prac 
tically all carried on tramp vessels registered under foreign flags / 

Not only because Iam an American, but also out of inherent fairness, 
I believe that we should not forfeit the American merchant marine 
me ae to bow to the pressure of foreign-flag fleets. 

I do not want to belabor this point w ith the committee any further, 
or burden you with the rest of my statement. In one form or another 
it repeats what has been said before. But I do want to impress you 
with one fact: that without 50-50 cargo there is no question of doubt 
about the fact that there would not be any business for tramp vessels, 
and, as Mr. Morse very adequately stated previously at this hearing, 
they would be flooded with applications: for transfers to foreign 
registry. 

So I say to you, gentlemen, that it is our duty, if we expect to have 
an adequate and well-balanced merchant marine, to preserve the 50-50 
legislation, because that is the only way, and I repeat, the only way, 
that our American tramp fleet could survive. Thank you. 


ob 
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The Cramman. Mr. Stuart, do you have in your statement any 
figures to show what the American tramp fleet contributes to the 
reve nue of the Nation / 

Mr. Srvuarr. I could submit that pretty well. 

The CuarrmMan. You have practically 97 tramp ships in the Amer- 
ican fleet, do you ? 

Mr. Srvuarr. It is more than I thought. 

The Cuairman. We had the number of ships on the Pacific coast, 
and I was interested to know what in the way of tax revenue was 
returned by your segment of the American tramp fleet, since In our 
discussion we have reached a point where it is about $ 3 million addi- 
tional cost to the Commodity Credit Corporation to operate this 
system. 

Mr. Srvarr. I don’t have those figures offhand, but, based on the 
figures as presented by Mr. Mayer, if we took the number of vessels 
representing the totals that he arrived at, and multiplied that by the 
whole fleet, [ think we would come out to a pretty good idea as to what 
the cost is. 

The Cuatrman. Could you get the accurate figures somewhere and 
prepare a table showing it and submit it for the record at this point? 

Mr. Sruart. Yes, sir. 

(The information referred to follows :) 


Estimated contribution to American economy of operation of 70 American tramp 
vessels in foreign overseas tramp trades based on full year operation 


Approximate 
Man-vears Annual ex- Federal in- 
| ns 7 penditure come tax 


payable 


Direct employment: 
Salaries, wages, and benefits, paid to: 


Administrative personnel 190 | $2, 100, 000 $480, 00 
peagoing ° ‘ | 2,800 | 20, 700, 000 4, 500, 00K 
Total oe i 3,290 | 22,800,000 | 4, 980, 000 
Indirect employment | 
Domestic vessel expenditures other than above (including | | | 
repairs which, by law, must be made in American yards | | 
by American vessels, fuel, agency fees, supplies, insur- | | 
ance, ete _| 14, 200, 000 


Other domestic overhead and miscellaneous expenditures_- | adsl 945, 000 | 


Total... : , i aca a | $7,945,000 |--- 
' 


PLEASE NOTE.—Inasmuch as the desired data is for the purpose of evaluating the 
effect of using Americen tramp ships in the agriculture surplus disposal program, 
the above statement is based on a tramp fleet of 70 Liberty vessels. 

However, there are other Liberty vessels owned or chartered by industria! 
carriers or liner companies, plus Victory vessels, C—2’s, C—3’s, C—4’s, which also 
frequently enter the tramp trades and which are suitable for the carriage of dry 
bulk cargoes. These vessels, too, contribute considerably to the American econ- 
omy and would be seriously affected in the event of any curtailment of the Cargo 
Preference Act. It would be difficult for us to estimate the exact contribution of 
these vessels to our American economy and consequently we have excluded same 
from this estimate. 

Various expenditures, such as shoreside labor, payment of canal dues, lighter- 
age, dockage, ete., all of which contribute to the American economy are also 
excluded from the above as, in most cases, payment is made by the charterers, 
and although substantial in nature, again it is most difficult to give an accurate 
estimate. 
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The Cuamman. Mr. Allen. 

Mr. Auten. Mr. Stuart, following the type of question that Mr. 
Bonner has propounded, could you give, with some accuracy, the 
income taxes that are paid by individuals to whom the seagoing payroll 
on the tramp ships is paid / 

Mr. Stuart. That again would be a difficult thing, because it is kind 
of difficult to know offhand what the deductions would be for each 
seaman aboard the vessel. We would have to take an average, I 
suppose. Again, we would make a stab at it and submit that for 
the record, too. Is that what you are referring to? 

Mr. Auien. I think it was in regard to that west coast tramp opera- 
tion that, as I remember, the payroll figure was $220,000 for the 1 com- 
pany, with 5 ships, or something like that. Assuming a 20-percent 
income tax figure, you might then expect that $40,000 of taxes would 
come from that one operation on the payroll, I presume. 

Mr. Mayer. The crew was $1,265,000 for that company. 

Mr. Auuen. Then the tax on that payroll would be roughly $320,000 
for the operation of 5 ships ! 

Mr. Mayer. Yes, sir. 

Mr. Auten. And the operation of the whole fleet would be approxi- 
mately 20 times that, if the figures are consistent. Mr. Stuart, that 
computation of what the west coast tramp operation contributed was 
extended out to show what the whole industry contributes to the 
American economy, which I think was given. 

Do you know whether any similar computation could be made show- 
ing what a similar number of foreign tramp ships contribute to our 
economy, in the same item / 

Mr. Sruarr. Well, I don’t see how it is possible to figure anything 
of that sort because you are dealing with foreign crews, and conse- 
quently there is not contribution made to our Treasury, from the 
standpoint of taxes, as far as the crews are concerned. 

As to stores, and various other commodities purchased by foreign 
operators, they do purchase here at times, but hardly on the scale 
that American ships purchase. Repairs are always sought for in 
foreign yards, because of the cheaper overhead, although there are 
repairs done here, and to submit any figures — any Seiees of 
accuracy, I believe, would be extremely difficult; but certainly, per 
centagewise, the contribution that the American-flag ship makes to the 
American ec onomy is an entirely different category and class than any 
contribution that a Ea, flag ship would mi ake. 

Mr. Auten. I wonder any of the other gentlemen have any 
computations 4 

Mr. Mayer. I would like to comment on that. Taking the items 
one by one, the contributions from the foreign-flag tramp on the crew 
payroll is, of course, zero, except the very limited extent to which 
their crews will spend money in this country, the few times that they 
are ashore. They do not maintain their homes here. They maintain 
nothing here. 

On stores, supplies and equipment, they are required by manage- 
ment decisions and policies, to make every purchase they can in their 
own country. 

On foodstuffs, they make practically all their purchases in their 
own country, except those hat are of such perishable nature that 
they have to buy in another port. 
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Mr. Casey. Take these Liberian, Panamanian, and other runaway 
tramp ships, they do not have any country. Where do they buy their 
goods ? 

Mr. Mayer. They will buy in a port of the country in which the 
market is the lowest. 

On maintenance and repair, in which this industry gives our ship- 
yards millions of dollars a year, the contribution is only above zero 
to the extent that they have to get into our shipyards, so that it is as 
low as they can possibly make it. 

On fuel-oil purchases, I think it is probably fairly close to even on 

sccount of ow fuel price. 

Marine insurance is nil, nothing, as far as I know. I might stand 
corrected on the last item. 

Mr. Atien. I think, Mr. Mayer, you also made reference to the 
tramp, foreign and domestic, and the berth-line rates on certain 
cargoes, 

My question in that regard is this: Where the berth-line rate is less 
than the tramp rate, would it have been possible for the Commodity 
Credit Corporation to have shipped in a berth-line operation, and 
would such a shipment have resulted in a saving of cost to the Com- 
modity Credit Corporation ? 

Mr. Mayer. Yes: we are handling it. You see, there is not as much 
space available but, to the extent that it is available, they do book in 
that fashion, and we do handle it, and CCC does enjoy the saving in 
the dollar freights. We just don’t have the space to take a great 
amount of it. It is all partial lots. 

Mr. Autiex. Do you have any figures that might show how much 
cargo that might have been available on an optional basis, either tr: amp 
or berth line, and what the loss to the ¢ commodity Credit Corporation 
was by not handling the cargoes to the ship giving the cheaper rate / 

Mr. Mayer. No: because the trouble is that it is extremely difficult 
for a berth line to run down manifests and say, “This is 50-50; this 
is 480; this is commercial.” That is because the same man from the 
broker calls up the booking clerk and says, “I want a docking permit 
for so much wheat,” and the same man calls on 480 cargo that called 
2 days ago on commercial cargo, because it all goes through a com 
mercial broker channel, so that you cannot identify it except if you 
make a very prodigious effort down through your traffic department. 
and then you can make a pretty good estimate. 

Mr. ALLEN. Has any such estimate been made / 

Mr. Mayer. I don't know. I heard that one line was going to make 
a try, and a put in some information, but it is quite a ¢ hore. 

One line did this for me: They tried to identify the 480 and 50-50 
cargoes out of the program stuff to the extent that they cud, a 
they compared revenues from them with revenues from overall; and 
what they identified as 50-50 cargo was 7 percent of their total in 
1954 and 12 percent of their total in 1955. We know that was low, 
because they had not identified all of the 480. I would guess it at 
around 18 percent for the berth, as an average. That is 18 percent ot 
the berth total gross revenue is 50-50 cargo of one type or another. 

Mr. Auten. Mr. Stuart, on page 2 of your statement you indicate 
that the American-flag tramp costs approximately $44,000 per month 
and a similar vessel under a foreign flag costs $18,000. 
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[f the rates are approximately the same in the vessels employed, 
would a substantial part of that difference, which would be $26,000, 
go into the profit account of the foreign operator ¢ 

Mr. Stuart. That is exactly what that represents, sir. 

Mr. AtLen. What percentage do you think would go into the profit 
account of these foreign operators ? 

Mr. Sruarr. Whatever that difference is between the foreign rates 
and the American rates. That would be the additional profit, if the 
rates are the same, for the foreign operator. 

Mr. ALLEN. We had one witness who testified that the mcome-tax 
rate on Norwegian corporations was 70 percent, I believe. 

Mr. Srvarr. Iam not familiar with the tax schedules. 

Mr. Aten. If a Norwegian vessel were carrying a cargo regularly 
in the cross trade, then would it be fair to assume that the profit under 
those circumstances, where the American and the foreign rates were 
approximately the same, would be $26,000 per month per vessel, and 
that 70 percent of that would be going actually to the Norwegian 
(;overnment in income taxes / 

Mr. Srvuarr. If that is the taxing scale of the Norwegian Govern- 
ment, I assume that it would go there, but it would not be $26,000. 
You are speaking of the rate differential. In other words, the Amer- 
ican operator at “$44,000 a month is breaking even, and the foreign 
operator at $18,000 is breaking even, so we take that as an additional 
profit that the foreign operator is going to make over and above what 

American operator would make at the same rate. 

Mr. ALLEN. That would be at least $26,000 / 

Mr. Srvuartr. Minimum, at that point. 

Mr. Auten. And, if 70 percent of that is going into the taxes paid 
the Norwegian Government, then with regard to the cross trades, that 
G;overnment is really putting a tax which is a burden on the com- 
merce between the United States and a third country, to which the 
Norwegian vessel is carrying the commerce ¢ 

Mr. Srvuarr. It follows very logically. 

Mr. Auten. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Byrne? 

Mr. Byrne. I have no questions. 

‘The CuatrmMan. Mr. Pelly ? 

Mr. Petry. Mr. Chairman, I understand that this is the last of the 
hearings / 

The CuatrMan. Yes, sir. 

Mr. Petry. I have been wondering if possibly the record might be 
held open so that the representatives of organized labor who are 
affected by this 50-50 cargo preference, the seamen and the other 
representatives, could insert in the record some statements as to their 
position? We have heard the shipowners, but we have not heard from 
the men who are affected. 

The CuHarrman. We have invited them to submit statements or come 
totestify. The record, as you suggest, will be held open. 

Mr. Petry. I think that isclear. I have no questions. 

The Cuatrman. I want the record to be closed by certainly Wednes- 
day of next week, so that it will be held open until that time. 

Mr. Casey. We do have a telegram, Mr. Pelly, from Mr. Lundeberg, 
which will be included in the record. 
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Mr. Petry. I thought maybe Masters, Mates, and Pilots, and some 
organizations whose jobs might be eliminated, because of transfer 
to foreign, might have a comment. 

Mr. Sruarr. Mr. Chairman, may I make one statement ‘ 

The CHarrMan. Yes. 

Mr. Srvarr. Prior to the enactment of the 50-50, we had a sub- 
stantial portion of our tramp fleet in layup for approximately 1 year. 
We applied to the Maritime Administration for transfer to foreign 
registry only because it was impossible to get any business for our 
vessels. The 50-50 statute was enacted; 50 percent of the tramp fleet 
was transferred foreign and only after the enactment of the 50-50 
statute—and 1 want to impress you with this fact—were we able to 
get the balance of the ships that remained under American flag into 
operation again. 

In other words, I am trying to impress you with this one all-impor- 
tant fact: that the American tramp fleet just cannot exist without 
these aid cargoes. 

Mr. Rowrson (presiding). Mr. Dingell ? 

Mr. Dincett. Yes, Mr. Chairman, I would like to have some figures 
submitted on foreign discrimination, discrimination by other coun- 
tries by cargo preference, by exchange limitations, and by other means, 
as was mentioned in one of the briefs submitted by one of the gentle- 
men this morning; and the effect of those particular forms of cargo 
discrimination on our shipping; the dates, if possible, at which they 
were begun or at which they became aggravated ; and also the countries 
which are the prime offenders in that particular regard. Can we 
possibly have that for the record ¢ 

Do any of you gentlemen feel that it would be possible to give us 
that information / 

Mr. Greener. Mr. Chairman and Mr. Dingell, the question that you 
ask is a very difficult one to reduce to a matter of statistics or figures. 

Ilowever, as a matter of qualitative rather than quantitative an- 
alysis, many examples can be obtained. Frequently, because of com- 
mercial considerations, companies are reluctant to put on the public 
records actual discriminations that their traflic people have met, and 
that I have seen. 

I have seen them in letters. I can give an example, which I cannot 
relate toa particular company, because it was given to me in confidence. 

The fact is that on the shipment of automobiles to a particular area, 
the traffic manager of one of our major automobile manufacturers 
told us that they regretted they could not give any traffic in automobiles 
going to the area which the line served because their exports are under 
instruction to the foreign-flag line which serves that area, and which 
has great vested economic interests in that area. They are just frozen 
out. 

This is another example which I think we can give. This goes 
right back to our friends of Scandinavia, who are making the most 
self-righteous clamor about 50-50. 

That is, the shipment of tobacco, a commodity frequently mentioned 
in these hearings, a shipment of tobacco for the Swedish monopoly. 
which is a Government operation somewhat akin to our Government 
operation. 

The American-flag berth lines serving that area get practically 
nothing, no significant amount of that Swedish tobacco. That is all 
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instructed Swedish flag, and, if Swedish flag is not available, it goes 
on Scandinavian flag. 

We can get other examples within the limits of the business con 
fidence of the companies. We will be glad to do that. 

Mr. Dincett. Will you get all of the examples of discrimination 
which are practiced as to cargoes on American-flag carriers, as to 
American carriers? I would like to have them—particularly as to 
some of these very pious foreign governments which voice this opposi- 
tion to the amt y of cargo preference generally. 

Mr. Greener. We would be very gi: id to indicate that. I believe Mr. 
Purdon also te some information bearing on that point, in terms 
of other discrimination. 

Mr. Mayer. Mr. Chairman, might I comment on that? I think that 
the committee has already asked the Maritime Administration to do 
that, and they have pretty good sources, and availability of that, prob 
ably as well as we have; ‘and I think they are going to document that 
for you. 

Mr. Drncett. As a matter of fact, I would prefer to have the 
Government agency do that. 

Mr. Mayer. You have already requested that of the Maritime Ad- 
ministration. They are working on that. 

Mr. Dincett. Would you check on that for us, Mr. Casey ? 
that is extremely important. 

Mr. Casey. Yes. 

Mr. Dincetx. If you gentlemen would like to submit such informa- 
tion, I would be glad to see such in the record. I do not want to speak 
for the committee. I would be delighted to see such in the record from 
you representatives of the maritime industry, if you care to submit it. 
Or, if you care to submit what you might regard as oni ularly fla- 
grant examples, I know that I would be delighted, I am sure, and I 
know thi at the committee would be h: appy to receive it, gost 

The CuHarrmMan. Isthat all, Mr. Dingell 

Mr. Dincevii. That is all, sir. 

The Cuarrman. Are there any other questions? If not, that will 
conclude this hearing, and the committee report will be gotten out 
as soon as possible. 

As I stated earlier, the record will be held open until the middle of 
next week for added statements. At this point I would like to insert 
in the record various statements and telegrams expressing their views 
on the interest of these hearings. 

(The statements and telegrams are as follows:) 


STATEMENT OF HENRY C. PARKE, CHAIRMAN, MERCHANT MARINE COMMITTEE OF 
THE NATIONAL SECURITY COMMISSION OF THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee, my name is Henry C. Parke, 
[I am chairman of the merchant-marine committee of the national security com- 
mission of the American Legion. We Legionnaires have minutely examined our 
whole merchant-marine policy and our suport of it is based upon proven facts as 
well as upon congressional findings. 

Two world wars and the Korean conflict have dramatically demonstrated that 
a strong American merchant marine is not only vital to our general economic 
welfare but also to our very security asa nation. Both as General of the Armies 
and as the Nation’s Chief Executive, President Eisenhower has repeatedly and 
emphatically called the Nation's attention to these facts. It is now an historic 
truism, but it will bear repeating here, that because of the American merchant 
marine we were able to fight and win two world wars and the Korean conflict 





562 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


on the enemy’s territory rather than on our own. In all three conflicts it was 
our merchant ships that carried millions of men and their tremendous armaments 
and supplies over all the seven seas to final victory. 

Therefore, because our merchant marine has become the indispensable factor 
in our whole defense system, we of the American Legion regard with real alarm 
any threat, from any source, that would weaken this fourth arm of our national! 
defense. In a troubled world of sinister portent, the Nation intelligently and 
rightly approves the expenditures of billions to strengthen the Army, Navy, and 
Air Foree. We must keep our fourth arm equally strong because of its vital 
importance to the other three. 

The American Legion is acutely aware of the danger of altering or emasculating 
our present national policy on the merchant marine. Under your leadership, Mr. 
Chairman, this committee has displayed courage and foresight in originating 
legislation designed to sustain that national policy. In doing so, you and your 
colleagues have won the praise of every thinking American. 

The American Legion, always deeply concerned with problems of national 
defense, supports you 100 percent in your unremitting efforts to foster and 
improve the merchant marine, and we are glad that you have called these 
hearings on the important question of the 50-50 policy which guarantees to 
American ships the right to carry half of those cargoes paid for by American tax- 
payers and shipped abroad for the aid of countries outside the Iron Curtain. 
This guaranty has been enacted by Congress on nine occasions in the past. It 
patly expresses the characteristically American philosophy of the even break. 
It seems incredible that attacks on such an honest and cooperative policy should 
originate in nations we are doing so much to help. Thousands of Americans 
gave their lives to liberate these countries from brutal oppression. Our citizens 
ure not only being severely taxed to pay the expenses of that war, but are con- 
tinuing to pay heavy imports to help rehabilitate and defend those nations. 
To deny to American ships the right to carry half of our agricultural shipments 
to these countries is simply unthinkable. But the attacks on our 50-50 policy, 
inspired by foreign shipping interests, continue and constitute a real threat. 

Mr. Chairman, the American Legion at its annual conventions has emphatically 
and unanimously expressed its views on the importance of maintaining the 
50-50 principle so that we may maintain a strong merchant marine as a vital 
corollary of national defense. We reaffirmed this policy pointedly at our 1955 
national convention, and more recently on January 18, 1956, at the national! 
security commission meeting in Washington, in the following language: 

“This legislation (the Cargo Preference Act) is literally a matter of life or 
death to a significant part of the merchant marine, and of health or sickness to 
the whole industry. The fact that more than 50 percent of American postwar 
exports have been foreign-aid and similar Government cargoes, were the basi: 
principles which produced the 50-50 principle in 1948. Without it, foreign 
shipping would probably have carried all but a negligible portion of these Gov- 
ernment-aid cargoes. Therefore, Congress has repeatedly enacted 50-50 clauses 
as the most practical and economical means of attaining its maritime objectives 

‘We come back in the end to the real problem, which is that shipping inter 
ests in some foreign maritime countries have induced their governments to 
object to our 50-50 principle either as a bargaining lever or as an outright threat. 
This politically astute move kills 2 birds with 1 stone. It helps their govern- 
ment bargain for lower prices and it plays upon the fears of the most influential 
partner in our whole economy—the American farmer. Foreign shipping inter- 
ests are thus trying to drive an artificial wedge between two great segments 
of this Nation, agriculture and shipping, which traditionally and in reality are 
partners.” 

Mr. Chairman, the American Legion must formally and firmly oppose any 
attempts to change this law that Congress has so wisely enacted. We believe, 
until evidence indicates otherwise, it should remain on the statute books un- 
altered as one of the most practical and effective supports we could give our 
merchant marine. Certainly its elimination or modification must wait until 
the case of those opposed to it becomes based on realism and fact, essential 
elements lacking to date. For anything harmful to our merchant marine in an 
economic sense weakens its potentiality as a vital defense factor also. 
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STATEMENT OF THE AFL—CIO MARITIME COMMITTEE 


The AFL-CIO maritime committee is strongly in favor of Public Law 664, 
S3d Congress, which provides that American bottoms shall carry at least 50 
percent of waterborne cargoes which are generated by the United States Govern 
ment. We are opposed unalterably to any deletion of the 50-50 provision 
from our Government-generated cargoes. These hearings are specifically con- 
cerned with the effect on and the justification of the 50-50 provision as it applies 
to our surplus agricultural disposal program and, in particular, title I of Publi 
Law 480, 88d Congress, transactions. Therefore, we shall limit our statement 
specifically to the title I disposal program under which our surplus agricultural 
commodities are paid for with soft foreign currencies guaranteed for converti 
bility by hard United States dollars. 

In December 1955, during the first constitutional convention of the American 
Federation of Labor and Congress of Industrial Organizations, the following 
resolution in full support of the 50-50 law was unanimously adopted: 

“50-50 law: The maintenance of the cargo preference or 50-50 law is a basic 
necessity to United States shipping, even though the maritime industry felt that 
it would be fair and proper to insist upon 100 percent. Without the law re- 
quiring that half of the United States Government-generated cargoes be carried 
on United States-flag ships, hundreds of ships would have to be idled and 
thousands of seamen laid off. An alliance of foreign shipowners, along with 
the United States State and Agriculture Departments, has conducted a continn- 
ing Campaign to cripple the law. We therefore urge that the 50-50 law be 
made permanent and irrevocable, and diligently enforced.” 

The AFL-CIO convention delegates, representing 16 million workers, adopted 
the above resolution with knowledge of the importance of American agriculture 
and the American merchant marine to our Nation and the free world in peace 
and war. With this basic philosophy in mind, the convention also adopted firmly 
worded resolutions in favor and support of the achievement and maintenance 
of a healthy United States farm economy. The resolutions pertaining to these 
two vital segments of our economy were fully acceptable to the convention dele- 
gates because there is no basic conflict between them. Each of these two in 
austries needs each other and every American depends on both industries for 
the material development of our Nation as well as the preservation of our 
freedom. 

Last year American maritime labor and management formed the Maritime 
Research Committee for the sole purpose of determining the effects of the 50-50 
provision upon American agriculture and the American merchant marine. The 
objective of this group was to determine whether or not the 50-50 law was harm- 
ful to our overseas surplus agricultural disposal program. After a long and 
careful study of this problem, we arrived at the firm conclusion that our 50-50 
law, including its application to title I, Public Law 480, transactions, is not harm- 
ing the disposal program or the American farmer. On the other hand, it is clear 
to us that the farmer, like any other American citizen, benefits directly by having 
American-flag merchant ships on the high seas. A summarized version of the 
research committee’s observations and conclusions entitled “An Analysis of the 
Application of Public Law 664 (50-50) to the Disposal of Agricultural Surplus 
Under Title I of Public Law 480,” was submitted to your committee during these 
hearings. Because of the thoroughness of this document, we shall not rehash 
its contents in this statement. 

Our statement will of necessity touch briefly upon some of the material con 
tained in the above thesis. However, our basic approach will consist of even 
further argumentation as to why we believe that the American Congress would 
be nmrost unwise to delete the 50-50 provision from applying to title I shipments. 


DOES A PROBLEM EXIST 


The American merchant marine has been a primary target of other maritime 
countries since the birth of our Nation. The outstanding opponent has long 
been recognized as the waterbound isle of Great Britain, which leans on the false 
philosophy that the sealanes of the world are basically reserved for British 
ships. This belief became almost a religion after the defeat of the Spanish 
Armada in 1588. From that time on, Britain has resorted to almost every 
scheme known to man which was designed to retain their supremacy in world 
merchant shipping. The present fight is a prize example of the blatant maneu 
vering of one of our sister nations folowed by a handful of other nations who 
laim mare nostrum (our sea) when speaking of the oceans of the world. 
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The shipowners of England, Norway, Denmark, and Sweden have a strong 
influence on their Governments. They have been able to have their Govern- 
ments state that they will not conclude any title I negotiations as long as 50—50 
applied to these cargoes. It is important to note that these particular nego- 
tiations involved a small amount of surplus commodities and their stalling does 
not impede the disposal program. The foreign shipowners claim that the. 50—50 
provision is a violation of the principles of free commercial trade and freedom 
of the seas. The impact of this strategy has been felt in the very halls of this 
Congress. The American Farm Bureau Federation has been influenced to the 
point where they are actively campaigning to delete the 50-50 provision applying 
to title I transactions. In their 1956 resolution, ironically entitled “Competitive 
Pricing,’ is contained the following language: 

“We believe in a strong United States merchant marine. However, we oppose 
cargo preference to United States-flag ships which (1) impair the competitive 
sale of United States farm products in foreign markets, and (2) require United 
States agriculture to bear a disproportionate share of the burden of subsidizing 
the United States merchant marine.” 

Their first basic reason for opposing 50-50 in the above resolution is their 
claim that title I transactions are strictly commercial and, therefore, the reserva- 
tion of 50 percent of these cargoes for American bottoms is discriminatory 
against the recipient nations. We contend that simple economics of inter- 
national trade and monetary exchange quickly and conclusively prove that title I 
transactions cannot be classified commercial by any stretch of the imagination. 
They are United States Government-generated cargoes shipped overseas to 
assist our sister nations and to dispose of Government-owned surplus agricul- 
tural commodities which are bursting the seams of our storage bins. Although 
we agree fully with these two basic objectives, we still cannot find the prin- 
ciples of economics which can define these transactions as commercial. 

To begin with, and normally it would be sufficient to end with, no international 
transactions can be classified as commercial whenever commodities are pur- 
chased with soft currency that is guaranteed for convertibility by the hard 
currency of the selling nation. In a normal commercial transaction the foreign 
importer must pay the American exporter in dollars through the exchange 
bank. If for some strange reason the American exporter should agree to accept 
foreign currency, he does so only after discontinuing the value of the foreign 
currency. Moreover, when the British, Norwegian, Danish, or Swedish diplo 
mats and shipowners begin clamoring over how our 50-50 law is damaging 
international trade, they should be asked to explain the effects on world trade 
resulting from their own restrictive currency convertibility curtains. Any 
student of even the most elementary international trade and currency exchange 
courses soon learns that one of the greatest impediments to international trade 
is the artificial restraint brought about by the restrictive foreign currency policies 
practiced by various nations, including the maritime nations who are so vigor- 
ously protesting against our 50-50 law which applies only to our Government 
cargoes. 

Another argument which proves, even by itself, that title I transactions are 
not commercial is the fact that the terms of the transactions are negotiated by 
governments and not by private individuals or concerns. Moreover, the agreed- 
upon terms are unknown to commercial transactions. For example, up to date 
some 65 percent of the foreign currency remains in the so-called purchasing 
country. We concede that the foreign currency involved is not a United States 
Government aid to foreign governments when used for such purposes as paying 
United States obligations in that country or for the development of foreign 
markets for American agricultural products. As of December 31, 1955, these 
2 items were 25.9 percent and 2.5 percent of the $503 million worth of com- 
modities involved. However, we certainly consider the $78 million, which was 
used by foreign nations for their own military procurement programs, a direct 
aid. Also, being Americans familiar with such terminology as “lend-lease,” we 
know that the $235.6 million listed as “loans for multilateral trade and economic 
development” are the type of “loans” which we as practical individuals would 
not make to our next-door neighbor. There is little doubt in our minds that these 
so-called loans, made during these troubled times in the world, will become a 
note payable to the American taxpayer in the future. 

On November 5, 1955, Mr. C. D. Howe, a member of the Canadian Parliament 
and Minister of Trade and Commerce, delivered a speech which aptly stated 
that title I, Public Law 480, transactions fre not commercial transactions. In 
part, he said: 
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“* * * The United States sells wheat for payment in the currency of the buyer. 
The proceeds of sale are usually left in the buying country, either to be used 
by the purchasing Government for some purpose approved by the United States 
Government, or in Some cases to be converted into dollars several years hence. 
At the present time, for example, a deal is being worked out with Brazil for a 
40-year credit payable in Brazilian currency. I do not think it is unfair to say 
that in most cases the United States will receive in payment only a small frac- 
tion of the selling price. In other words, this is a form of foreign aid, rather than 
a method of sale. * * * 

* * Strangely enough, I have heard suggestions that Canada should de- 
liberately imitate the United States policies of surplus disposal. It has been 
suggested to me, for eXample, that Canada should sell wheat for local cur- 
rencies. What this really means, of course, is that Canada should go in for dis- 
guised ‘giveaways’ or discounts, because that is what sales for local currencies 
amount to. Quite frankly, I do not see how Canada could hope to go on selling 
Wheat for dollars or the equivalent of dollars to our best customers, and at the 
same time offer wheat for local currencies to other countries. If the local 
currency is as good as dollars, then there is no difficulty in selling for dollars. 
If the local currency isn’t as good as dollars, then the wheat is really being sold 
at a discount, and in extreme cases for nothing.” 

Some of the strongest arguments we have seen on why title I transactions are 
honcolumercial are contained on page 72 of “Disposal of Agricultural Surpluses 
Cotton, part I, of the printed hearings held before a subcommittee of the Senate 
Agriculture and Forestry Committee during February and March 1955. These 
are Contained in written answers to Senator Schoeppel’s questions asked of the 
State Department. They are as follows: 

“13. How does title I of Public Law 480 differ from the bilateral trade agree- 
nents With respect to fair international competition ? 

“Answer: Both title I of Public Law 480 and bilateral trade agreements can be 
used in such a way as to distort normal trade channels. The chief difference 
is that, in general, Public Law 480 transactions can be of a ‘softer’ character than 
bilateral trade agreements. While the latter normally involve the exchange of 
goods of equal value, Public Lav 450 transactions usually allow the importing 
country the privilege of using a large portion of the resulting local currency to 
ifs own advantage. 

“14. Should title I of the act be used to regain any United States markets lost 
to competitors who practice bilateral trading as a device to make sales? Why 
not? 

“Answer: Transactions under title I of Public Law 480 may be used to regain 
normal commercial markets of which the United States is being deprived by bilat- 
eral trading arrangements. There is a serious question whether sales for soft 
currency offers a permanent technique for retaining markets after we cease to 
nake surpluses available on special and soft terms.” (Italic ours.) 

The above arguments, providing that title I transactions are not commercial, 
should not be construed to mean that we are emphasizing them to show that we 
are opposed to these transactions. On the contrary, we are firm supporters of 
this program and any other program designed to assist nations overseas as well 
as to dispose of our surplus agricultural commodities. All we have attempted 
to do is to point out that these transactions are not commercial and that our 
Government has the right and even the responsibility to expect the American 
merchant marine, our fourth arm of defense, to carry 50 percent of these cargoes. 

The second reason given by the American Farm Bureau in its resolution for 
their opposition to the 50-50 provision is that it requires “United States agricul- 
ture to bear a disproportionate share of the burden of subsidizing the United 
States merchant marine.” Their basic argument in support of this part of their 
resolution is their claim that the 50-50 provision of law pertaining to title I, 
Public Law 480, transactions has proved to be an impediment to the disposal of 
the surplus agricultural commodities. Nothing could be further from the truth. 

When Public Law 480 was placed on the books by the S3d Congress, the au- 
thorization contained in title I was limited to $700 million for a 3-year program. 
Moreover, the agencies responsible for the administration of Public Law 480 
established a ceiling of $453 million worth of surplus agricultural commodities 
to be disposed of under title I during the first vear. A few short months after 
the enactment of Public Law 480, it became evident that the original $700 million 
iuthorization was dwarfed by the huge demands of foreign governments nego- 
tiating under this program. Therefore, Congress increased the original title I 
authorization from $700 million to $1.5 billion. The Department of Agriculture 
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spokesman informed you that title I program agreements have been entered 
into with 22 countries providing for the disposal of $769 million worth of our 
surplus agricultural commodities. Under questioning he freely admitted that 
by the spring of this very year agreements will be reached providing for the 
disposal of $1.2 billion worth of farm products. Thus, from the spring of this 
year to June 30, 1957, there will remain only $300 million worth of commodities 
to be disposed of under the present title I, Public Law 480, program. 

Knowing the above facts, the natural question to ask is, “How can anyone 
charge that our 50-50 law has delayed the transactions under the title I pro- 
gram?” We are certain that neither you, we, nor the American farmer would 
believe the arguments submitted to you by spokesmen of the United States De- 
partment of Agriculture and the Department of State. Considering the entire 
success of the title I disposal program, these Government officials dared come 
before your committee with the story that they observe a delay in the program 
because Denmark rejected $7.7 million worth of commodities. 

It is interesting to note that our so-called negotiators had agreed to mak: 
a bookkeeping entry of the Danish Kroner involved in this “sale.” According 
to the terms of that agreement, Denmark was to receive our agricultural prod- 
ucts and, in turn, was to send their own manufactured commodities to foreign 
underdeveloped nations of the world. To us it is unbelievable that Denmark 
rejected this favorable offer because of our 50-50 law. Yet, representatives ot 
our Government have so advised you. We say that our Government representa- 
tives are either extremely naive or deliberately untruthful. 

The spokesmen from the Departments of Agriculture and State attempted to 
strengthen their argument by stating that if there were no 50—50 provision they 
would have concluded $40 million worth of transactions with the United King 
dom, Norway, and Sweden. Again we state that there is something wrong with 
Government officials who submit such a report to the United States Congress 
responsible for the enactment of Public Law 664, and Public Law 480. 

In order to determine some of the true reasons for slowing down our disposal 
program under title I of Public Law 480, we refer you to the hearings before a 
subcommittee of the Senate Agriculture and Forestry Committee which took 
place on February 25, 28 and March 1, 3, and 4, 1955. These developments took 
place under the questioning of Earl L. Butz, Assistant Secretary of Agriculture: 
William G. Lodwick, Administrator, Foreign Agricultural Service: and Raymond 
A. TIoanes, Assistant Director, Foreign Trade Programs Division, Foreign Agri- 
cultural Service, United States Department of Agriculture. A few of the perti 
nent questions and answers are as follows: 

“Senator EAstranp. Seven hundred million dollars is authorized to be spent 
under Public Law 480; is it not? 

“Mr. Lopwick. Yes. 

“Senator EasTLANp. Now, you got requests from foreign countries to buy our 
surplus farm products in what amount? 

“Mr. Lopwick. As of today, $700 million. 

“Senator EASTLAND. There was a ceiling put on there at $453 million this fiseal 
year, was there not? 

“Mr. Lopwick. There was first a ceiling of $400 million. 

“Senator EASTLAND. Yes; and it was later raised. 

“Mr. Lopwick. And it was later raised to $453 million. 

“Senator EASTLAND. I want to ask you a number of questions about that ceil- 


ing. Who was it that advocated a ceiling in the first place? Was it not the 
State Department? 


‘Mr. Lopwick. In the first instance I think it was the State Department, and 
later joined by Budget and Treasury and Commerce. 

“Senator EASTLAND. But it was at the instance of the State Department? 

“Mr. Lopwick. That is my best recollection. 

“Senator EastLanD. They first advocated a ceiling of $300 million; did they 
not? 

“Mr. Lopwick. That was the first figure used. 

“Senator EASTLAND. The first figure that State used? 

“Mr. LopwickK. I am not sure who used the figure, but it could have been 
State or it could have been someone else at the meeting. I am not sure. 

“Senator EAsTLanpb. Then it was raised to $400 million over the objection of 
the State Department? 

“Mr. Lopwick. I am inclined to believe that is correct. 


“Senator EASTLAND. Now, Mr. Lodwick, go into your wheat dealings with the 
State Department. 
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“Mr. Lopwick. In the Japanese case I think we asked for a program of $130 
million. * * * One suggestion was made that it be 60 million, another that it 
be 80, and it was finally made &. The various suggestions were 60 from State 
Department and 80 from FOA * * 

“*** Tn reducing the program from $130 million to $85 million, we did 
reduce by about 125,000 bales the amount of cotton, and we did reduce by about 
150,000 tons of wheat. 

“Mr. Burz. Is it not fair to state, though, that the pressure to reduce the amount 
of commodities in the Japanese program was exerted primarily to be able to 
include some other countries under the established ceiling? 

“Mr. IoANES. I would say this much: The fact that a ceiling was contemplated 
was the reason. Japan was the first country that raised the question of a 
ceiling. 

“That program probably would have been about $130 million. It was at that 
time there was first talk about the need for a ceiling to save enough money for 
other countries. 

“Senator YouNnG. What were the figures on Italy? Did they not 
large purchase of our surplus commodities under Public Law 480% 

“Mr. IoANES. In the case of Italy, sir, they asked for a program to total about 
S60 million and, because of the ceiling, the program we have offered them is 
approximately $40 million. 

“Senator YounG. Were there any other countries that requested surplus foods 
under Public Law 480 and were cut down? 

“Mr. Ioanes. Yes: a number of others. Brazil asked for 500,000 tons of wheat 
and 6,000 tons of butter. It was cut to 220,000 tons of wheat and 1,000 tons of 
butter. 

“In the case of Peru, they asked for 8 million and it was reduced to 5. 

“In the case of Chile, the request was approximately 13 million and was reduced 
to 7, I believe. 

“Senator SCHOEPPEL. You are speaking of dollars? 

‘Mr. IoANES. I am talking about dollars. 

‘Senator YouNG. Was there any particular reason given by the State Depart 
ment for limiting the ceiling to such a low figure? 

“Mr. Lopwick. There were many reasons given by other agencies of the Gov- 
ernment, including the State Department. Budget is fearful that we might be 
banging up against the debt ceiling. Treasury has that same fear. Commerce 

as the feeling that possibly, if we get too energetic, we might interfere with 
some of the industrial trade or that we might supplant some of our 
transactions with Public Law 480 transactions. 

“Those are varying views that we have. FOA usually has been sympathetic 
with our position. But we have had material reductions in the quantities to be 
sold to those countries. 
“Senator SCHOEPPEL. * 


request a 


dollar 


* And the 3-year limitation was put on there, as a 
matter of fact, because we wanted to place the emphasis on getting rid of those 
surpluses which are the most troublesome factor in the entire agricultural econ- 
omy of this country. We were confronted, from time to time, with additional 
appropriations and additional funds to add to those surpluses, and we wanted 


¢ at 


» get rid of them as quickly as possible. 
“Mr. Lopwick. Well, it was finally decided and agreed that the 3-year limita- 
tion was an estimate on the part of numerous people as to the time it would take 
to use up the $700 million. Whether it was good or bad I do not know, but we 
proceeded to use it up a lot faster than that. And that was one of the things 
that brought about the discussion on ceilings. 

‘The Japanese program was large, the United Kingdom program was large, 
and the Pakistan and Yugoslav programs were large and took up a very large 
percentage of the $700 million. So then some of the ayencics involved made a 
piece of pie and they cut it into little pieces and attempted to ration, and did to 
some dearee, what each country could obtain, * * * 

‘Well. there were divergent views on the subject, Senator. And the ceiling 
ras put on and then we started cutting up this piece of pie in smaller pieces to 
take in more countries and climinate some countries entirely. Naturally, we 
quit working with the countries that were left out entirely. 

“There were differences of opinion as to what country should be on the list 

should not be and in irhat volume they should be * *"' (Emphasis ours. ] 

In the same hearings mentioned above, the State Department 


answered in 
ng a question asked by Senator Schoeppel as follows 
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“Is it true that because of the ceiling, otherwise eligible countries were told 
that there were no more funds? Which countries? Are these considered 
friendly countries? 

“Answer. Several countries were told that the fiscal year 1955 programing 
had been completed and that no program could be promised immediately, 
However, they were advised that any concrete proposals they wished to make 
would be considered in connection with further programing * * *” 

To us it is clear from the above questions and answers that any delay in the 
disposal of our surplus agricultural commodities under title I can be charged 
to the confused administration of the various Government agencies involved. 
We believe that this program is so huge and complex that the Government ad- 
ministrators involved are eager to find a scapegoat for the troubles confronting 
our great agricultural industry. It is nothing new to us to discover that the 
scapegoat On many occasions has been and is our merchant marine. 


NEED OF A UNITED STATES MERCHANT MARINE 


When appearing before your committee, Mr. Bernt Lund, managing director, 
Norwegian Shipowners Association, advised you that the NATO ship-pooling 
arrangement will enable the United States to rely upon foreign merchant ships 
in the event of a national emergency. He emphasized this remark with his 
observation that in the event of another emergeucy we will be able to lean on 
foreign merchant marines as we had done in World War Il. We must admit 
that we completely agree with Mr. Lund’s statement that we will be able to rely 
upon foreign merchant marines to service us in a future war to the same extent 
that we did during World War II. As a matter of fact, we will briefly outline 
the nearly tragic consequences resulting from our Nation’s past fallacious belief 
that we need not maintain an adequate American-flag merchant marine because 
our allies, consisting of the great maritime powers, can service us in time of 
war. 

WORLD WAR I 


In World War I, we and the free world were nearly defeated because the 
United States did not have an adequate merchant marine. Even before we 
entered the war we learned of the high cost of depending on foreign ships to 
carry our commercial cargoes. That is, when we could get foreign ships to 
carry them. 

Prior to World War I, the nearly defunct American-flag merchant marine was 
arrying only 9 percent of our export and import trade. Thus, at the outbreak 
of the war we were caught in the position of being a neutral nation without ships. 
The foreign maritime nations withheld their ships and our Nation’s foreign trade 
was left high and dry on our docks. 

The conditions existing in our Nation are best described by Mr. Alexander 
Noyes in his book entitled “Financial Chapters of the War,’ written in 1916, 
and “The War Period of American Finance, 1908-25,” written in 1926. In his 
books Mr. Noyes points out that our foreign trade came to a virtual halt with 
the outbreak of World War I despite the fact that we were a neutral nation. 
In 1913 the United States exported 8,609,000 bales of cotton, or 60 percent of 
the vear’s crop, valued at $575 million. In 1914 our cotton crop was 20 percent 
higher than any preceding year. In August of 1913 we exported 257,172 bales 
of cotton. However, 1 year later, in August 1914, after the outbreak of the war, 
our exports dwindled to only 21,219 bales of cotton. It was immediately clear 
that at least one-half of the 16 million-bale cotton crop of 1914 would remain 
on the growers’ hands. This was catastrophic because the planters had bor- 
rowed to the hilt in order to pay wages, rent, and materials. Consequently, they 
were facing immediate bankruptcy. Their plight can be illustrated by showing 
that the price of cotton per bale dropped from $62.50 in July 1914 to $36.25 
n December 1914. It is also important to note that the December 1914 price of 
cotton Was lower than any average price of any year since 1901 and was much 
below the cost of producing the cotton. The panic that resulted was of such 
proportions that a nationwide campaign took place under which charitable 
citizens would each purchase one bale of cotton in order to save the cotton 
districts of the South from complete economic destruction. Moreover, in 
meeting held in Washington, D. C., the Nation’s bankers pledged $135 million 
worth of aid to the cottongrowers. 

In the Financial Chronicle of October 24, 1914, page 1181, there is a report 
stating that the South Carolina Legislature was discussing a plan to prohibit 
the planting of cotton in 1915 in order to raise the market price. 
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At the outbreak of World War I the panic conditions confronting our agri- 
culture industry spread to our manufacturing industries which were heavy ex- 
porting industries. Because there were no ships to carry their manufactured 
commodities, the copper, steel, general manufacturing, and oil industries were 
completely disrupted. Mr. Noyes points out that copper production was com- 
pletely demoralized and the mills of the United States Steel Co. were down to 
30 percent of capacity. Not only did we not have the ships to carry our exports 
to foreign nations, but we were also cut off from such needed and vital imports 
as manganese, dyestuffs and chemicals. 

The foreign shipowners who did send a few of their ships to our shores 
charged our shippers unbelievably gouging rates. In 1915 Senator Robert L. 
Owen, in an article appearing in the Annals of the Academy of Political Science, 
stated that shipping rates increased up to 700 percent even before our Nation 
engaged in the munitions trade. After the war became a full-scale one, ship- 
ping rates increased up to 2,000 percent with the average rate on general cargo 
showing an increase of 1,117 percent. 

Before World War I, ships were chartered for $1 a ton. Two short months 
after the outbreak of the war the charter rate was $13.88 a ton to areas outside 
of the war zone and $20 to $21 in war zones. These high shipping proiits caused 
the demand for ships to soar. The sales price of ships rose to $300 a ton from 
the prewar price of $60 a ton. In fact, shipping profits were so high that many 
ships were completely paid for from the profits of one voyage. 

In order to meet the crisis confronting our Nation, the United States Congress, 
in August of 1914, enacted a law which permitted Americans to register their 

oreign-flag ships under the American flag. They also passed a law which pro 
vided insurance coverage for these ships. 3y 6 July 1, 1915, 523,000 tons of 
shipping had been transferred to the American flag. By 1917 this total was in- 
creased to 650,000 tons. As soon as our ships increased in number our foreign 
trades were opened. This meant high prosperity for the American farmer as 
well as our manufacturing industries. We were saved from economic bank 
ruptey by our merchant marine. 

By the end of World War I, the United States possessed 2,547 merchant ships 
aggregating a total of 14,705,281 deadweight tons. Of these ships 2,316 were con 
structed by the Government at the high wartime cost of $2,951,807,000. The 
balance of 251 ships were acquired by purchases, seizure of enemy property, and 
transfer from other Government departments at a net cost of $126,164. 

President Woodrow Wilson was greatly disturbed by the mistake our Nation 
had made in not maintaining a peacetime fleet adequate to service our foreign 
trade during war. In his third annual message to Congress given in May 1915 
he declared: 

“It is high time we repaired our mistake and resumed our commercial inde- 
pendence on the seas. For it is a question of independence. If other nations go 
to war or seek to hamper each other’s commerce, our merchants, it seems, are at 
their mercy to do with as they please. We must use their ships, and use them 
us they determine. We have not ships enough of our own. We cannot handle 
our own Commerce on the seas. Our independence is provincial and is only on 
land and within our own borders.” 

After World War I, the 66th Congress made a full study of the role of the 
American merchant marine in peace and war. After studying the near disaster 
our Nation experienced because of the philosophy of depending upon foreign-flag 
ships instead of maintaining our own merchant marine, they passed the Mer 
chant Marine Act of 1920. The conclusion they reached is evident in the strong 

unguage contained in the preamble of this law, which is as follows: 

“That it is necessary for the national defense and for the proper growth of 
its foreign and domestic commerce that the United States shall have a merchant 
marine of the best equipped and most suitable types of vessels sufficient to carry 
the greater portion of its commerce and serve as a naval or military auxiliary 
in time of war or national emergency, ultimately to be owned and operated 
privately by citizens of the United States and it is hereby declared’ to be the 
policy of the United States to do whatever may be necessary to develop and 
encourage the maintenance of such a merchant marine, and insofar as may not 
he inconsistent with the express provisions of this Act, the United States Ship 
ping Board shall, in the disposition of vessels and shipping property as herein 
after provided, in the making of rules and regulations, and in the administra- 
tion of the shipping laws keep always in view this purpose and object as the 
)rimary end to be obtained.” 
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In 1936 Congress reaffirmed its mandate that our Nation should develop and 
maintain a United States merchant marine adequate to service our foreign and 
domestic commerce and be available in national emergency. The preamble of 
this act is as follows: 

“It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) 
sufficient to carry its domestic water-borne and a substantial portion of the 
water-borne export and import foreign commerce of the United States and to 
provide shipping service on all routes essential for maintaining the flow of such 
domestic and foreign water-borne commerce at all times, (b) capable of serving 
as a naVal and military auxiliary in time of war or national emergency, (c) 
owned and operated under the United States flag by citizens of the United States 
insofar as may be practicable, and (d) composed of the best equipped, safest, 
and most suitable types of vessels, constructed in the United States and manned 
with a trained and efficient citizen personnel. It is hereby declared to be the 
policy of the United States to foster the development and encourage the main- 
tenance of such a merchant marine.” [Italics ours. ] 







WORLD WAR II 
With the outbreak of World War II we still heard the argument that our 
allies had merchant fleets that were large enough to service the free world. 
Yet, after the outbreak of World War II, experience shows us that the fleets of 
our allies were not available for our use and we had to construct over 5,000 
ships to meet the shipping needs of our Nation and our allies. This shipbuilding 
program cost us $12.5 billion. 

On September 1, 1939, the United States merchant fleet had 1,379 seagoing 
ships of 1,000 gross tons and over. The United States Maritime Commission in 
November of 1937 had said that 1.200 ships would be adequate for our country 
in time of war. Again the so-called experts claimed our country could depend 
on foreign merchant marines. Again they were proved to be wrong, by 6,23 
ships. 

\ll theaters of World War II operations were overseas. Accordingly, our 
Nation was dependent upon ocean transportation in making its strength effective 
against the enemy. 

The Axis Powers were well aware of that fact. They did all they could to 
destroy our merchant marine. 

Considering the low ebb of American shipbuilding during the early 1930's and 
the vital part which the American shipbuilding industry was called upon to 
play in the successful carrying out of the war, it was fortunate that this indus- 
try was kept alive before we entered the conflict. After the German forces had 
overrun Norway, the Low Countries, and France in the early summer of 1940, 
this fact was even more apparent and its implications became serious. Ac- 
cordingly, in the fall of 1940 the British placed orders with American shipyards 
for 60 freighters. Early in 1941 the Maritime Commission ordered 200 more 
cargo carriers. By the end of 1941 the American shipbuilding program, in- 
cluding foreign and American orders, had been expanded to include about 1,200 
ships, aggregating about 14 million deadweight tons. It was with the view of 
expediting the deliveries of British orders that a ship of simplified design was 
agreed upon. This gave birth to the Liberty ship which was actually obsolete 
on the drawing board. 

During the 5-year period 1941-45, a total of 5,280 oceangoing vessels, aggre- 
gating over 54 million deadweight tons, were delivered from American shipyards. 
During this same war period, British Empire shipyards delivered less than 11 
million deadweight tons. In fact, all of our allies upon whom the prewar ex- 
perts had claimed we could depend for merchant ships supplied us with only 
715,000 gross tons of ships. On the other hand, we delivered 5,500,000 gross tons 
to them. 
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The United States merchant marine delivered the goods to our fighting forces 
and Allies overseas. The total cargo lift from the United States between De- 
cember 7, 1941, and the surrender of Japan was 268,252,000 long tons, of which 
203,522,000 were dry cargo and 64,730,000 were petroleum and other liquid 
cargoes. During the last year of the war, this meant an average rate of 
delivery of 8,500 tons of cargo of every hour of every day and night. Our ships 
also carried the great majority of the 7,129,907 Army personnel and 141,537 
civilians moving overseas between December 7, 1941, and November 30, 1945. 
During this same period, they carried 4,060,833 Army personnel and 169,626 
civilians back to the United States. 

Our agricultural industry had no economic problems as far as exporting their 
produce was concerned. Farm commodities moved freely to all parts of the 
world in our American merchant ships. This is a sharp contrast to the early 
days of World War I when the lack of a United States merchant marine 
almost destroyed our farm economy. 

Because we were able to build up our own merchant marine during this war, 
we were able to deliver the goods, including our farm commodities, needed to 
win the war. Also, we avoided the type of gouging we received during World 
War I. During World War II general cargo rates increased only 70 percent 
as compared to 1,117 percent during World War I. This diffeence is most im- 
pressive when we note that the ship-operating costs during World War II were 
substantially higher than during World War I. 


KOREAN WAR 


When the Korean war broke out in June 1950 our allies again were not in 
any position to provide us ships even for that limited operation. Our Govern- 
ment was compelled to activate from 30 to 75 ships a month from our National 
Defense Reserve Fleet. By February of 1952 our Government had activated 
approximately 700 ships. Thus, we were able to service ourselves and the 
free world in a time of national emergency when we were facing the Com- 
munist aggressors. 

It is with some bitterness that we observe that during the Korean war not 
only were we able to rely most heavily upon ourselves for vital merchant 
shipping, but also we found that the fighting manpower of our allies suddenly 
dried up. We were found in a strange position of defending the principles 
of the free world with our Navy, our Army, our Marines, our Air Force, and 
our merchant marine. This, coupled with our experiences in World War I and 
World War ITI, should once and for all teach us that we as a nation must pre- 
pare to fully defend ourselves. We can only hope and pray that other nations 
will be at our side defending the freedom of the world against the terrible 
threat of Communist aggression which is facing us. 


RETURN TO THE UNITED STATES ECONOMY 


One of the arguments submitted by the anti-50—50 forces is that it is more 
costly to ship the title I, Public Law 480, agricultural surplus commodities on 
American ships than on foreign ships. When appearing before your committee, 
the Department of Agriculture spokesman, Mr. Butz, stated that in 1955 the 
title I shipment’s cost differential between American and foreign ships was $3 
million. However, Mr. Butz nor any other Government spokesman submitted to 
you data pertaining to the direct return to our economy resulting from the 
American ship carriage of these farm commodities. 

In 1954 on the floor of the House of Representatives there was a charge made 
that American taxpayers’ money was being wasted because of an existing 
differential between the cost of shipping ECA-aid cargoes on American ships 
as compared to foreign ships. Congressman John Allen of your committee 
made a complete analysis of the charge. In turn he made an objective study, 
showing the differential paid by the Government for utilizing American-flag ships 
to carry 50 percent of our aid cargoes was more than balanced out when con- 
sidering the direct return to the United States Treasury and to our national 
economy. We shall project the same type of analysis to the shipment of title I 
cargoes aboard American-flag ships. 








_ 


972 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 
_ Table I is an analysis of the estimated shipping costs involved in the full 
title I, Public Law 480, disposal program. This table is as follows: 


TABLE I.—Estimated revenues of United States and foreign ships under title I, 
Public Law 480 


{Rounded off to nearest $1,000] 


Authorised for program... dollars__ 1, 500, 000, 000 
Total ocean-shipping revenues____.__________________ percent__ X12. 5 
Do a cae nasi re ree iat de dollars__ 187, 500, 000 

On United States and foreign liners___._.__.__..__________ percent__ X35 
BI ras aarti tee Nae tnatcniGs cig eas Spas ca nls eed uaad 5 Anon denote dollars__ 65,625, 000 

PRE TPR IIe WU Od ae 32, 813, 000 
Ira TE sr in a eg cgttecumeaadiahp na ceed Oh 32, 813, 000 
LOtal OCOSn-SRIDRING. revenues... occ oe en do____ 187, 500, 000 
On United States and foreign tramps________-_______-_ percent__ X65 
accel a a ee re dollars__ 121, 875, 000 

OP TO rR a i icccis 65, 189, 000 
CE I a a ee i ct ete dace ae ices 56, 686, 000 
Sen EAD 102 RN is enter enced RO sci 8, 503, 000 
IIS FN os ic iach alae si mretien onanionehlidanamcied Ry cick, 32, 813, 000 
A EN oo a eee eee uciedenasiw ee C0 56, 686, 000 
Dotal foreigm Shin TOVONWOG a os ndn iw wow cece: a 89, 499, 000 
Stee Sees AES ocean pended ed sa peds Jaeed ee 32, 813, 000 
ee a ER eee a ee oe 65, 189, 000 
Total United States ship revenues_____-_----__~_-~ Wi iene 98, 002, 000 


It should be noted that we begin our analysis with the $1.5 billion authorized 
under title I. We have not attempted to estimate the increase in this authoriza- 
tion which will result from the dollar reimbursement to the fund by the various 
overseas United States Government agencies that will be expending the title I 
foreign currencies in the foreign countries. From past experience, as well as 
experience under title I, we have estimated that the total ocean shipping cost, 
both United States and foreign, will be 12.5 percent of the authorized $1.5 
billion program, or $187,500,000. 

We have estimated that of the shipping cost for the title I program, 35 per- 
cent will be for liner companies, both United States and foreign. Up to the 
present time United States liners have carried 20 percent of the title I cargoes. 
However, most of the early cargoes shipped under this program have been the 
urgently needed commodities, such as wheat and other grains, which are basically 
trump-ship bulk cargoes. As a matter of fact, in the first 6 months of the 
program, the liners carried only 10 percent of the cargoes and the tramps 90 
percent. Since the cargoes to be carried in the near future will be more susecpti- 
ble to liner carriage, we have estimated that liners will carry 35 percent of the 
total cargoes under this program. 

Because the liner companies are covered by international conference rates, the 
cost of shipping aboard United States liners and foreign liners is the same. 
With the assumption that United States and foreign liners each carry 50 percent 
of the berth liner cargoes, the revenue of the United States liners will be $32,813- 
000, or the same as that paid to the foreign liners. We estimate that of the 
$187,500,000 shipping costs involved in the transportation of title I programs, 
65 percent will be carried in United States- and foreign-flag tramp ships. This 
will provide a total revenue to United States- and foreign-flag tramps cf 
$121,875,000. 





OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 573 


Based on our past experiences and the close observation of the tramp ship 
ping rates, we estimate that it will cost 15 percent more to ship aboard United 
States-flag tramp ships than aboard foreign-flag tramp ships. Thus, of the total 
$121,875,000 tramp-ship revenues the foreign tramps will received $56,686,000, 
and the American tramps will receive $65,189,000. The estimated differential 
between United States tramp revenues and foreign-flag revenues is $8,508,000. 
Under the law it is this differential which the United States Government must 
pay. All of the other freight rates are paid by the foreign importers except in 
specific cases where the recipient government does not have a merchant marine 
or cannot afford to pay the shipping rates. In such cases, however, the cost to 
the Government is in no way affected by the 50-50 provision because our Gov- 
ernment pays the shipping charges to both the United States- and foreign-flag 
ships which are utilized to carry cargoes to so-called third country recipient 
governments. 

Adding together the United States liner revenues of $32,813,000 and the United 
States tramp revenues of $65,189,000 we find that the total revenues for United 
States shipping companies under title I shipments is estimated at $98,002,000. 

Table II shows the estimated disbursement and resulting jobs created from 
ocean transportation under title I, Public Law 480, cargoes. 


TABLE II.—Estimated disbursement and resulting jobs created from ocean trans- 
portation of title I, Public Law 480, cargoes (rounded off to nearest $1,000) 


Subsidized lines 1950 experience Projection under title I 


Estimated | Estimated 
amount resultant 
disburse- | number of 
ments from | direct and 
title I indirect 
program employed 


P , cesults 
Amount dis- | Percent of ene 
bursements | total dis- | Gircet nd 
ult é 
of subsidized burse- : 


: F indirect 
Ss 9S( » 
lines in 1950 ments employed 


(Col. A Col. B (Col. C)!2 (Col. D (Col. E)? 


DIRECT EMPLOYMENT 


Domestic salaries and wages paid to: 
Administrative type personnel $20, 475, 000 5 000 
Seamen ; é 88, 507, 000 33, 2% , 000 
Longshoremen-.---.--- Sac aeia 11, 982, 000 . , 000 


Subtotal... si aa ; 120, 964, 000 36 i, 30, , 000 
INDIRECT EMPLOYMENT 3 


Domestic vessel expenditures, other than 

ibove salaries and wages-__- $179, 263, 000 
Other domestic overhead and miscel- 

laneous expenditures 29, 889, 000 


33, 000 


7, 000 


Subtotal ‘ 209, 152, 000 aa 5, 52, 780, 000 


Grand total_ _. 330, 116, 000 ) 3, 302, 000 
Foreign expenditures for port charges, etc . 900, 000 
Estimated earnings 9, 800, 000 

Total paid for United States flag 

carry ings... 9S, 002, 000 


Analysis of Construction and Operating Subsidies Under Merchant Marine Act, 1936, as amended 


the Ocean Shipping Panel to the Transportation Council for the Department of Commerce, Oct. 12, 1953 
hedule III, excluding capital expenditures, p. 29 
2 In man-years. 
Based on Department of Commerce productivity factors 


A brief explanation of table II computations follows. 

The $4,900,000 item for foreign expenditures for port charges and similar items 
is estimated as 5 percent of the total $98,002,000 title I cargo revenues received 
by American shipowners. This figure is based on experience. 

The item of $9,800,000 as the estimated earnings has been fixed at approxi- 
mately 10 percent of the estimated freight revenue of $98,002,000. Credible evi- 
dence shows this figure represents the maxXimum amount believed tou have been 
earned by shipping companies on this carriage during these years. 
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Columns A and C of table II were carefully calculated by the Ocean Shipping 
Panel to the Transportation Council for the Department of Commerce. These 
figures are based upon the disbursements of the subsidized lines during 1950, and 
the resultant number of man-years of domestic employment ereated by these 
disbursements. 

Column B contains the percentages of each disbursement item to total dis- 
bursements. For example, the first percentage in column B is 6.20 percent. This 
was arrived at by dividing the grand total of $330,116,000 disbursements into the 
$20,475,000 paid as salaries and wages to administrative type personnel of the 
subsidized lines. The percentages of all of the other individual items were 
arrived at by the same type of calculation. 

Columns D and E are statistical projections of the effects of revenues received 
by United States shipping companies for carrying title I cargoes. These columns 
are based upon columns A, B, and C. Although columns A, B, and C pertain to 
the subsidized lines only while columns D and E pertain to both subsidized and 
insubsidized lines, the projection is accurate because the earnings and operating 
costs on the revenue dollar have been substantially similar for the subsidized and 
unsubsidized liners and tramps during recent years. This is confirmed by the 
Maritime Subsidy Policy study, which was published by the Office of the Under 
Secretary of Commerce for Transportation and the Maritime Administration in 
April 1954. 

The individual items of column D are arrived at by applying the percentages of 
column B to the total of $83,302,000 which is the amount of disbursements of 
shipping revenues from the $1.5 billion title I program, excluding foreign 
expenditures for port charges, capital expenditures, and estimated earnings, 
For example, domestic salaries and wages paid to administrative type personnel 
by the subsidized lines in 1950 was $20,475,000 or 6.20 percent of their grand 
total disbursements of $530,116,000. Therefore, 6.20 percent of the $83,302,000 
which is the estimated amount of disbursements of revenues from the title I 
program, resulted in the figure $5,165,000 as the domestic wages and salaries paid 
to administrative type personnel. In this manner the remainder of the percent- 
ages of column B were applied to the $83,302,000 figure to arrive at the projected 
lisbursement for each item. 

Column E is the projected estimated number of man-years of direct and indirect 
domestic employment resulting from the disbursement of revenues from the 
title I program. This is based on the ratio of the $83,302,000 disbursements of 
the revenues from the title I program to the $330,116,000 disbursements of the 
subsidized lines in 1950 and the resulting employment. $83,302,000 divided 
by 330,116,000 is 25.2 percent. Therefore, this 25.2 percent was applied to each 
individual employment item of column C in order to arrive at the man-years of 
employment shown in Column E. 

The grand total of man-years of employment resulting from the disbursements 
of $83,302,000 of revenues from title I program is estimated at 23,159 man-years. 
No one would question the fact that this is a significant direct contribution to 
our national economy. In fact, the full employment impact of the effect of 
the revenues realized by American shipping companies from title I cargoes is 
not contained in the above data. If this revenue had not been forthcoming, many 
shipping companies would not have realized sufficient profits to continue their 
commercial nongovernmental cargo operations which result in the employment 
of many times the man-years of employment resulting from the title I shipping 
revenues. Moreover, as the Under Secretary of Commerce and the Maritime 
Administrator advised you, the deletion of 50-50 would scuttle the American 
flag tramp fleet. This fleet of 65 ships in our foreign trade is vital to our Nation 
fer national security as well as economic reasons, 

The estimated minimum taxes paid into the United States Treasury as a result 
of the carriage of title I, Public Law 480 cargoes in American bottoms is con- 
tained in table III below: 


TasLe IIIl.—Tagrecs paid into United States Treasury 


(a) ‘Taxes on direct wages at minimum rates of 20 percent____ $6, 104, 000 
(>) Taxes on indirect employment at minimum rates of 20 percent__ 10, 556, 000 
(c) Corporate taxes and taxes paid by stockholders on dividends re- 
RUN nT i Oe ee ee 

Total minimum increase in United States Treasury tax 
I al ite a ara peermasio 21, 560, 000 
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Thus, even if one subtracts the differential of $8,503,000 resulting from the 
utilization of United States tramp ships from the direct return to the United 
States Treasury of $21,560,000, we still find the United States Treasury has 
benefited by $13,057,000. Moreover, there has been created and maintained 
25,159 man-years of employment for American citizens. However, we again 
state that this return to our Treasury is actually much greater because the ship 
ping rates of the foreign shipowners would have been much higher had not 
American ships been available during this period. 

A very important saving realized by our Government by having subsidized 
ships carry Government-generated cargoes is in the recapture provision cou 
tained in the Merchant Marine Act of 1936. This provision enables the Goy 
erninent to recapture one-half of the profits which are over 10 percent of capita! 
necessarily employed over 10-year periods of the operating subsidy contracts 
up to the amount of subsidy accrual. The amount of Government-generated 
shipment revenues received by the subsidized lines would be recaptured by tli 
United States Government in the degree of the recapture position of the com 
panies. The three main categories of recapture are as follows: 

1. Companies which, even with the Government-generated cargo revenues 
would not have earned over 10 percent of the capital necessarily employed in the 
business. In this case, the Government would not recapture any of the Govy- 
ernment-generated cargo revenues. 

2. Companies which are in a recapture position because of the additional profits 
realized from Government-generated cargo revenues. In this case, the Govern 
ment would recapture one-half of the profits resulting from Government-generated 
eargo carriage which is above the 10 percent of capital necessarily employed 

3. Companies which are in full recapture position because of their commercial! 
non-Government-generated cargoes and Government-generated cargoes. When 
companies are in a full recapture position, the Government recaptures one-half of 
the profits which are over 10 percent of the capital necessarily employed and this 
amounts to the full subsidy accrual. In this case, the Government may well 
recapture all of the profits realized by the company from Government-generated 
shipment revenues. 

In the Maritime Subsidy Policy, published by the Under Secretary of Commercs 
for Transportation and the Maritime Administration, there is contained a state 
ment pertaining to the effect of cargo carriage on subsidy payable. In part, this 
statement is as follows: 

‘The amount of cargo available to subsidize American-flag vessels is an impor 
tant factor in the ultimate amount of subsidy payable by the Government * * 
Consequently, if private industry is to provide a merchant fleet adequate for 
national requirements, all Government assistance in providing cargo and protec 
tion against unfair competition should be provided.” 

It is estimated that for the 5-year period, 1948 through 1952, the Government 
will recapture 30 percent of the subsidy accrual for these years. It is obvions 
that a substantial amount of this recapture results from the Government-gener 
ated shipping revenues received by the subsidized lines. This should be encow 
aging to the American taxpayers who are interested in developing their natior 
economy and protecting their national security at a minimum cost 


SHIP SALES ACT OF 1946 


After World War II our Government enacted the Ship Sales Act of 1946 which 
provided for the sale of a large number of our war-built merchant ships. Under 
this legislation our Government sold 843 ships to American United States citizens 
and 1,113 to foreign nationals. The purpose of making these ships available te 
foreign nations was to help them rejuvenate their merchant marines and to assist 
them in rebuilding their general economies. The foreign nationals were per 
mitted to purchase these ships at the same low price accorded United Stutes 
citizens. These prices as percentages of the domestic war costs of the ships were 
as follows: 


Tankers = J . hada = enailaig " a0 


Dry-cargo ships (exc luding Libe rty type) =e sie , : 35 


oe 


Liberty-type dry-cargo ships._._________- 31.£ 


Moreover, the foreign-flag ships were permitted to carry 50 percent of our 
economic and military aid cargoes shipped overseas by our Government to the 
foreign nations. This approach was unique insofar that our Government has 
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been and is the only Government that makes a general practice of utilizing 
foreign-flag ships to carry Government cargoes even when more than enough 
United States-flag merchant ships are available. 

The 1,113 ships sold to foreign nationals under the Ship Sales Act of 1946 were 
sold between March 8, 1946 and February 28, 1948. In order to fully understand 
the direct monetary benefits derived by foreign shipowners and foreign nations 
through the Ship Sales Act of 1946, we trace the value of one Liberty dry-cargo 
ship to our brothers overseas. The net sales price of the Liberty dry-cargo ship 
was $544,506 which was only 31.5 percent of the domestic war-construction cost. 
The average domestic war-construction cost as of 1944 was $1,728,590. It is also 
important to note that the domestic prewar cost as of January 1, 1941, was 
$1,278,000. Thus, the net sales price of the Liberty dry-cargo ship was only 
42.6 percent of the domestic prewar cost. 

From the sales period, February 1946 to March 1948, to December 1955, the 
foreign shipowners utilized these ships for a period of 8 to 10 years. During 
these 8 to 10 years there existed a shortage of ships on the world sealanes. This 
meant high profits to the foreign shipowners. We remind you that despite the 
fact that the operating costs of foreign-flag ships is much lower than the operat- 
ing cost of American-flag ships, the foreign-flag and United States-flag liners 
receive the same shipping freight and passenger rates under the international 
conferences. Also, in that period the foreign-tramp rates often equaled and, 
in fact, at times exceeded the American-tramp rates. This was especially true 
during the Korean war period when our tramps were engaged in carrying Gov- 
ernment cargoes upon which the Government maintained ceiling rates while 
foreign tramps were able to make hay while the sun shines. 

It is estimated that over recent years American-flag shipping companies aver- 
aged approximately 10 percent annual profits of capital employed. Therefore, 
although we do not have the concrete data, we know that the profits of the 
foreign shipowners were much higher than that of the American shipowners. 
From this observation it is clear that the foreign shipowners realized profits 
which fully paid for their ships and at the same time gave them a handsome 
return from the ships they purchased under the Ship Sales Act. 

On February 18, 1956, the New York Times reported that “Liberty ships in 
the open market at the end of last year demanded a price of $1,150,000.” Our 
check of the ship sales which took place during the latter part of 1955 confirms 
the New York Times story. 

Thus, on an investment of $544,506 the foreign shipowners in an 8- to 10-year 
period, depending on the time they purchased their ships under the Ship Sales Act 
of 1946, not only paid off their capital assets and realized a high profit, but also 
ended up with a capital asset which is worth more than twice the purchasing 
price. 

Applying this observation to the total number of 1,113 ships sold to foreign 
nationals, we find a staggering story. The total amount paid for the 1,113 ships 
was $919,178,601. This figure was easily equaled in profits earned by the foreign 
companies and can be multiplied by 2 to arrive at the present capital value of 
the ships. Thus, in 8 to 10 years their approximate $1 billion investment has 
grown to $3 billion. Yet these are the same shipowners who are applying pres- 
sures to their governments and to our Government aimed at scuttling the Ameri- 
can-flag merchant marine. 

To emphasize our point, the twe nations which are spearheading the drive 
against 50-50 are the United Kingdom and Norway. The shipowners of the 
United Kingdom purchased 218 ships and the Norwegian shipowners purchased 
102 ships under the Ship Sales Act. This is a total of 320 ships or 29 percent of 
all of the ships sold to foreign shipowners. It is ironical that these nations 
which have benefited greatly from the generosity of the United States Government 
are the same nations which feel that we are committing a gross injustice when 
we reserve 50 percent of our Government-generated cargoes for our own mer- 
chant ships. 

It is most important for you to note that recently the shipping journals of such 
countries as the United Kingdom, Norway, Sweden, and Denmark have been 
carrying glowing reports of the greatly increased financial returns being enjoyed 
by their shipowners. For example, the 1956 New Year issue of the Norwegian 
Shipping News reports as follows: 

“The year which has just ended has been a prosperous one for the Norwegian 
shipping industry. The merchant fleet sailing under the Norwegian flag is 
larger than ever before and is still growing at a rapid rate. * * * Freight income 
in 1955 was higher than in the preceding year, both as a whole and per gross 
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ton. * * * The Norwegian merchant fleet was fully employed during the 
year * * *.” 

The optimistic terms of the report pertaining to the prosperity of the Norwegian 
ship-operating and shipbuilding industries is well matched by the reports cover- 
ing the maritime industries of the other foreign maritime nations. Placing 
these reports next to one covering our oOWn merchant marine and shipbuilding 
industries is like walking from the festivities of the christening of a newborn 
child to a funeral. No one knows better than you, the members of the House 
Merchant Marine and Fisheries Committee, the problems confronting our declin- 
ing merchant marine. 

At the present time our merchant marine consists of only 1,072 seagoing ships 
of 1,000 gross tons and over, manned by 56,330 seamen. This is of even a smaller 
size than it was at the outbreak of the Kerean war when it consisted of what 
we then considered an extremely low figure of 1,162 oceangoing ships manned 
by 59,000 seamen. Moreover, our ships are now carrying less than 25 percent 
of our total import-export trade, including title I and other Government-gener- 
ated cargoes. It is little wonder that the foreign shipowners, encouraged by 
top-level officials of the United States Departments of Agriculture and State, 
have the brash courage and audacity to keep firing a constant barrage of propa- 
ganda which is aimed at our sinking American merchant marine. 


PROS AND CONS ON 50-50 


As in any issue, it is most important to observe the moral and numerical 
strength of the opposing forces. In this particular fight on 50-50 we find that 
the executive branch of the Government is split down the middle. The actual 
forces which have taken firm and conflicting positions on this particular issue 
are the Department of Agriculture and the Department of Commerce. We do 
not mention the Department of State in reference to this particular issue alone 
because that Department has consistently and continually favored foreign 
merchant marines and industries over the American merchant marine, and any 
other American industry, including our agricultural industry. Therefore, we 
hope that even the Department of Agriculture does not believe they have an 
ully in the Department of State on the 50-50 fight, because they must realize 
by now that the American agriculture industry is on the same blacklist. 

In the study of alinement of forces, other than Government agencies, on 
the 50-50 fight, we see the most amazing preponderance of sentiment in favor 
of the full retention of the present 50-50 law. The only large organization 
against the 50-50 law is the American Farm Bureau Federation, which has 
a membership of 1,623,000 families. It is true that there are several small 
organizations opposed to the 50-50 principle, but we will not list them just 
as we will not list small organizations in favor of 50-50. 

The large organizations which recently passed resolutions in favor of 50-50 
as it now exists are as follows: 

Name 
American Federation of Labor and Congress of Industrial Organi- Membership 


16, 000, 000 


700, 000 
National Grange S860, 000 


Chamber of Commerce of the United States ee 5 700, 000 
American Legion sokeiaeiaa : ; 2, 523, 000 
American Legion Ladies Auxiliary , 000, 000 
Veterans of Foreign Wars 300, 000 
Veterans of Foreign Wars Ladies Auxiliary__.______~ g 375, 000 

From a glance at the membership of these organizations, it is evident that a 
great proportion of the adult population of the United States has expressed, 
through formal resolutions of their organizations, the desire to maintain the 
present American law which provides that American ships shall carry at least 
50 percent of our Government-generated cargoes. 

We are hopeful that you, the House Merchant Marine and Fisheries Com- 
mittee, will succeed in your fight to objectively and realistically convince your 
fellow Congressmen that our Nation must rely upon our own merchant marine 
to develop our foreign commerce in peacetime and to serve as the fourth arm of 
defense during time of war. We are hopeful that you will be able to convince 
them that in order to achieve even a portion of this goal, it is necessary for our 


Government to do its utmost to protect its own merchant marine. This includes 
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the retention of the 50-50 law (Public Law 664) as it applies to United States 
Government-generated cargoes, including title I, Public Law 480, surplus agricul- 
tural commodities which are “purchased” by foreign currencies guaranteed for 
convertibility by United States dollars. 








INTERNATIONAL ORGANIZATION OF MASTERS, MATES, & PILOTS, INC., 
Washington 5, D. C., February 20, 1956. 





Hon. Hersert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

Dear Sir: I am pleased to be able to have a statement on behalf of the 
licensed deck personnel of our merchant fleet inserted into the record of the 
recent hearings by your committee on the subject of the 50-50 Cargo Preference 
Act. 

We have followed the testimony of the various witnesses carefully and com- 
mend the members of the committee for their outstanding work in dispelling the 
fallacy that the provisions of the 50-50 law are undermining and hampering 
the surplus foods disposal programs. 

From the testimony given at the hearings has come the jolting realization 
that aside from those Americans who are directly concerned with shipping, 
very few people have much awareness of the American merchant marine—either 
of its existence, how it operates, or of its gigantic importance to the Nation. 

Inasmuch as the International Organization of Masters, Mates, and Pilots 
represents the deck officers, we are primarily interested in the plight of our 
merchant fleet from the manpower angle. I have been very close to the diffi- 
culties arising from the extreme fluctuations in the size of our active fleet during 
the past two national emergencies. I need not enlarge on the important part 
played by our merchant marine in both World War II and in the Korean con- 
flict. Nor is it necessary to refresh your memories concerning the struggle to 
rehabilitate the fleet, both in ships and manpower, to meet each of those emer- 
gencies when, in each instance, the fleet had been allowed to shrink to a mere 
skeleton force of active ships. We, in the industry, can remember too well the 
urgent recruiting necessary at that time to get our own ships sailing for our own 
national defense. 

The maintenance and operation of the fleet is a highly specialized field, 
plagued more than any other industry with the problems of foreign competi- 
tion. Within 2 years of the postwar period, our active fleet had dwindled not 
only to a normal peacetime size but far below, with many vessels going into 
layup or under foreign flag. Our ships were unable to compete on an economic 
basis with vessels of foreign countries for world cargoes. 

The 50-50 shipping provision as applied in the surplus food disposal program 
has meant the very breath of life to our merchant fleet. Testimony before 
your committee indicates that last year, 19 percent of the freight volume han- 
died by the subsidized American line freighters was made up of surplus farm 
products and the same commodity made up 78 percent of the total volume of 
freight transported by the American tramp fleet. These figures do not apply 
to commercial cargoes of which our vessels carried only 16 percent of our total 
exports. 

During the last session of Congress, the taxpayers of the country were com- 
mitted to help pay for a ship-replacement program to maintain an adequate 
merchant fleet. Only recently, legislation was enacted establishing a permanent 
maritime training school to produce several hundred maritime officers each 
vear at taxpayers’ expense. What good are these ships and trained personnel 
if we have no cargoes to keep the fleet in operation? 

Admittedly, compulsory cargo preference can be but a temporary tonic to 
the American merchant fleet. Eventually the foreign aid and surplus farm 
program is expected to end. Some realistic long-range program should be 
launched immediately to place the shins flying the American flag in a position 
to compete with other nations’ shins for a fair share of the country’s water- 
borne cargo. If this solution should he in the form of subsidies, it will neces- 
sitate drastic changes in the 1936 Merchant Marine Act. This cannot be accom- 
plished overnight. In the meantime, without the assurance of one-half of our 
Government-financed cargo, our American-flag fleet will certainly suffer a 
deathblow. 
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I thank you for the opportunity of including the sentiments of my organiza- 
tion in the record of these hearings. 
Respectfully, 
JOHN M. BISHOP, 
Secretary-Treasurer. 


NATIONAL FOREIGN TRADE COUNCIL, INC. 
New York, N. Y., January 27, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, House Office 
Building, Washington 25, D. C. 

DEAR Mr. BONNER: With reference to the hearings which your committee is to 
hold shortly on the 50-50 American-flag shipping requirement, in counection 
with the movement of Government-owned, Government-financed, or Government- 
directed cargo, we submit the following recommendation contained in the final 
declaration of the 42d national foreign trade convention, held November 14, 15, 
and 16 last year in New York, and attended by more than 2,000 registrants from 
all parts of the United States. 

“The convention recognizes the vital need for an adequate American merchant 
marine both for national defense and as an essential instrument of our inter- 
national trade. It strongly supports the Merchant Marine Act of 1936 as the 
keystone of our national maritime policy. 

“The convention holds that the existence of a privately owned and operated 
merchant marine, and the maintenance of regular steamship service on the 
essential trade routes as called for in the 1936 act, are necessary from the 
standpoint of our capacity to maintain access to foreign markets and to assure 
a continuing flow of the imports essential to national defense and to our economy. 
The American foreign trader can help to assure the continued availability of 
adequate American steamship service by giving support and encouragement to 
our national maritime policy. 

“The convention reiterates its support of the national policy to assure a fair 
and reasonable participation by American-flag ships in the carriage of cargoes 
owned or financed by the United States Government. The convention notes that 
some foreign nations do not permit fair and reasonable participation by American 
shipping in the carriage of their government cargoes. American-flag shipping 
should be accorded reciprocal treatment as regards the carriage of such cargoes. 

“The convention urges more aggressive action by the appropriate agencies of 
our Government to assure for American shipping fair treatment and equal 
competitive opportunity in securing commercial cargoes. Discriminatory prac- 
tices by foreign nations, including inequitable exchange restrictions, consular 
fees, and other measures which tend to divert cargoes from American-flag ships, 
should be vigorously protested. 

“The convention recommends greater reliance upon private steamship services 
and the elimination, wherever practicable, of Government-operated steamship 
services which compete with private industry. 

“The convention commends the Maritime Administration and the shipping 
industry for the substantial progress made in the development of long-range 
shipbuilding programs which will modernize our merchant fleet and enable it to 
render improved service to the foreign trade of the United States while assuring 
the preservation of an adequate United States shipbuilding industry and skills 
essential to our national defense.” 

We respectfully ask that this letter be made a part of the record of your 
hearings. 

Sincerely yours, 
WILLIAM S. SwInGte, President. 


NEw York, N. Y., January 31, 1956. 
Hon. Herrert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. C.: 


The Shipbuilders Council of America has consistently supported legislation to 
require the transportation of 50 percent of Government-aid cargoes in American- 
flag ships, when available, as a most reasonable policy entirely consistent with the 
national maritime policy. Its members deplore attempts now being made to 
scuttle the Cargo Preference Act as being contrary to that policy and to the public 
welfare. 
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The council represents the principal shipbuilding and ship repair organizations 
of the United States constituting an industry which is an important factor in both 
the national economy and national security. It is self-evident that a virile 
American merchant marine is the keystone of an efficient and economic shipbuild- 
ing and ship repair industry. 

Any relaxation in Public Law 664 would most certainly curtail the American 
merchant marine with definite repercussions on the shipbuilding and ship repair 
industry, inevitably creating reduced employment for both seafaring and ship- 
vard personnel, with detrimental results to the national economy and the national 
security. 

The council, on behalf of its membership, desires to express its appreciation of 
the continued support of the Cargo Preference Act and its underlying principle by 
the Merchant Marine and Fisheries Committee, and to put on record emphatic 
support of that act by the council. 

L. R. SANFORD, 
President, Shipbuilders Council of America. 


NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington D. C., February 1, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN BONNER: In connection with the hearings of your commit- 
tee concerning the application of the 50-50 Cargo Preference Act to exports of 
agricultural commodities under Public Law 480, we desire to state for the record 
that it is our opinion that such provision of the law should be repealed, and we 
cite the following resolution which was unanimously adopted at the annual 
meeting of the National Council of Farmer Cooperatives in Los Angeles, January 
16-19, 1956: 

“50-50 CARGO-PREFERENCE CLAUSE 


“The National Council of Farmer Cooperatives favors legislation which would 
bring about modifications or adjustments of the so-called 50-50 cargo-preference 
clause as not to impede exports of United States agricultural products.” 

Sincerely yours. 
Homer L. BRINKLEY, Erecutive Vice President. 


SAN FRANCISCO, CALir., February 21, 1956. 
Chairman HERBERT C. BONNER, 
House Merchant Marine and Fisheries Committee, 
Washington, D. C. 

Consistent with our continuing support of a strong United States merchant 
marine, the International Longshoremen’s and Warehousemen’s Union wishes 
to go on record in behalf of the Cargo Preference Act, commonly known as the 
50-50 law. It is clear that in present circumstances the repeal of the Cargo 
Preference Act will markedly reduce the number of United States-flag vessels 
in operation. 

Louis GOLDBLATT, 
Secretary-Treasurer. 


San Francisco Cauir., February 2, 1956. 
Chairman HERBERT C. BONNER AND MEMBERS, 
House Merchant Marine Committee, 
House Office Building, Washington, D. C.: 


Very much interested in first report of your hearings on 50-50 and gratified to 
know that not only you, but many members of your committee undertook to pin 
down Agriculture representatives in no uncertain terms. Questions and answers 
show committee realization. These attempts to undermine national policy defi- 
nitely inspired by foreign shipping propaganda, but what amazed me was that 
appointed officials of our Government in Department of Agriculture not only fall 
for this bunk, but actually seek to defend foreign argument, and attack an official 
national policy enacted by the Congress, signed into law by the President, and 
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endorsed by all of those in authority who have made a fair, impartial study, 
and who believe in American business for American ships. I notice Mrs. Sullivan 
struck at this point when she asked the Agriculture representative about his own 
attitude and perhaps it would be a good idea to find out why some of these Gov- 
ernment department employees cannot more enthusiastically follow the dictates 
of official Government policy instead of being taken in by foreign propaganda. 
Who are they working for after all? Another very interesting point was brought 
out by committee questioning showing that it is not the nonmaritime but only 
the foreign maritime nations conducting this insidious attack, thus showing 
that it is not really a problem in agricultural economics at all, but purely a 
scheme to tear down our American shipping and build up the foreigners. But 
that point could have been carried still further to demonstrate that these foreign 
maritime interests are not even talking about their own economy, so far as 
goods are concerned, but are the very ones who are always in all of our American 
cross trades where they have no vested right whatsoever. In other words they 
are not only dissatisfied with a fair break of 50 percent of their own goods, they 
want the lion’s share of all the traffic in other cross trades as well. 

Congratulations to you and all of the participating members of your committee 
for your vigorous and searching inquiry, which I am sure will result in showing 
up the fallacies so persistently peddled by foreign interests, and so meekly 
swallowed by some of our own Government employees. 

HARRY LUNDEBERG, 
Secretary-Treasurer, Sailors Union of the Pacific; 
President, Seafarers International Union of North America. 


NEW YORK AND NEW JERSEY Dry Dock ASSOCIATION, 
New York, N. Y., February 2, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: Pnclosed is a statement of the New York and New 
Jersey Dry Dock Association concerning the Cargo Preference Act, hearings on 
which are now being held by your committee. 

While this association did not ask for an opportunity to appear at the hearings, 
we are submitting this written statement with the request that it be considered 
by your committee and be made a part of the record of the proceedings. 

Very truly yours, 
Epwarp V. Gross, Secretary. 


STATEMENT OF NEW YORK AND NEW JERSEY Dry DocK ASSOCIATION 
THE ASSOCIATION 


The New York & New Jersey Dry Dock Association is an association of 10 
shipyard companies in the New York Harbor area with drydocking facilities. 
They have a combined lifting capacity of 342,092 displacement tons. This is 
approximately one-third of the total lifting capacity of all privately owned dry- 
docks in the United States, about 40 percent of the east coast and gulf area 
capacity and over 50 percent of the capacity of the east coast yards alone. It is 
two-thirds greater than that of the entire west coast. 

Most of the yards are small. Of the total capacity of 342,092 tons, less than 
50,000 is contributed by 8 yards combined. Of these 8, 2 have a capacity of 
approximately 10,000 tons, and the others 5,000 or less. 


STATEMENT 


It is not the intention of this association to discuss the arguments of either 
those who favor the Cargo Preference Act or those who oppose it. The object of 
this statement is to point out the many industries, employing countless thousands 
of persons, that depend directly or indirectly upon American shipping for their 
livelihood, and which consequently have a vital interest in any legislation that 
benefits the American merchant marine. It is therefore sufficient to state that 
American shipowners consider the cargo-preference law essential for our domestic 
shipping to compete in foreign trade. 
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Ship repairing is an industry that depends directly upon the merchant marine 
for its existence; its business increases and diminishes in direct proportion to 
the amount of American shipping. This dependence of ship repairing, and like- 
wise shipbuilding, on the merchant marine was aptly described in the recent 
Review of the Coastwise and Intercoastal Shipping Trades issued by the Maritime 
Administration in December 1955 at pages 4 and 5. 

“3. Shipyard modernization and expansion.—Modern and efficient shipbuilding 
and ship-repair industries are absolutely essential to the national security of the 
United States. Their significance in this respect was amply demonstrated during 
World War II when, with the exception of British and Canadian yards, the yards 
located in the United States were the only worthwhile source of new ships to 
replace the thousands of vessels destroyed, to increase the water transport 
eapacity required by the military in its prosecution of the war, and to repair 
damaged ships. This situation could be repeated. Therefore, it is imperative 
that the United States shipbuilding and ship-repair industries be supplied in 
time of peace with us many orders as are necessary to provide an adequate 
nucleus of modern and efficient facilities to build and repair the ships necessar) 
in time of war and to employ the number and type of shipyard and ship-repair 
labor needed for rapid expansion in time of military emergency. 

“Under normal shipbuilding conditions, the American merchant marine is the 
only customer for the building of seagoing commercial ships available to shipyards 
located in the United States. Ships operated under foreign-flag registry are built 
in foreign shipyards where costs are much lower than in American shipyards. 
Obviously, the size of the American merchant marine will determine the bulk 
of the business available to shipbuilding and ship-repair yards located in the 
('‘nited States—the smaller the fleet, the less work that will be available. The 
yards are supported by ships engaged in both the domestic and foreign trades, 
but if the coastwise and intercoastal fleets do not prosper to any greater extent 
than they have during the post-World War II period, fewer shipbuilding and 
ship-repair yards will be in operation when needed during a national military 
emergency.” 

Many other industries, trades, and professions similarly depend upon the mer- 
ehant marine, in whole or in part, to a greater or lesser degree. It would serve 
no purpose to attempt to list them all. However, the following, selected at ran- 
dom, suggest the variety and extent of business and trade interests whose welfare 
bears a direct relationship to the volume of American shipping: 


Bunker coal, coke, lubricating oil, and bunker oil suppliers 
Canvas, cordage, and rope suppliers 
Customhouse brokers 

Diesel and gasoline engine suppliers 
Divers 

Dock-building contractors 
Dredging contractors 

Electrical contractors 

Kiectronics suppliers 

Klectric equipment suppliers 
lixterminating and fumigating contractors 
Freight forwarders 

Furniture suppliers 

Laundries 

Longshoremen 

Marine engineers 

Marine hardware suppliers 

Marine insurers 

Marine paint suppliers 

Marine salvagers 

Marine surveyors 

Nautical instrument suppliers 
Naval architects 

Oxygen and acetylene suppliers 
Painting contractors 

Plumbing contractors 

Printers and publishers 

Riggers 

Ship brokers 

Ship carpenters 
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Ship caulkers 

Ship chandlers and marine suppliers 
Ship consultants 

Steamship agencies 

Stevedores 

Tank cleaners 

Terminal and warehouse operators 
Towboat, barge, and lighterage operators and owners 
Truckers 

Uniform suppliers 

Watchmen 


Shipping industry representatives have stated that the cargo-preference law 
has been of direct, much-needed, and substantial benefit to the American mer- 
chant marine. If it has had any effcet of impeding the disposal of surplus 
agricultural commodities, it has not been of sufficient significance to deter the 
National Grange from adopting at Chicago on November 25, 1955, the following 
resolution endorsing the policy reflected by the act: 

“The National Grange considers the American merchant marine an indis- 
pensable link to foreign markets as well as an important auxiliary to our national 
defense. Agriculture and our maritime industry have a mutual interest in 
building and developing expanded foreign export markets for United States 
farm products. We, therefore, support the policies previously adopted by our 
Government to place American ships serving essential trade routes on a basis 
of competitive equality with foreign merchant fleets and to assure United 
States merchant ships a fair and equitable share, which the law now establishes 
as at least one-half of United States financed cargoes.” 

The loudest eriticism of the law appears to come, therefore, not from within 
but from without the United States. It is respectfully urged that the Cargo 
Preference Act is not only a necessary protection to the American shipping 
industry against foreign competition, but is of benefit to the welfare and security 
of the Nation by promoting the maintenance of an adequate merchant marine 


VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
Kansas City, Mo., February 14, 1956. 
iJon. Herrert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. BONNER: This is to express the interest of the Veterans of Foreign 
Wars in the Cargo Preference Act, which is the subject of hearings by your 
committee. Our views on this subject and the overall importance of maintaining 
a well-balanced merchant marine are contained in the enclosed resolution which 
was unanimously approved by the 56th National Encampment of the Veterans 
of Foreign Wars. I shall appreciate it if you will include this letter and the 
enclosed resolution in the hearing record. 

The primary concern of the Veterans of Foreign Wars is to maintain the 
security of the United States and it is for this reason that we have consistently 
urged a well-balanced merchant marine. World War II clearly established that 
the merchant marine is in fact a fourth arm of our national defense. 

The traditional policy of the United States has been to keep any war which 
might be forced upon us away from American shores. This, of course, requires 
the movement of vast quantities of materiel which can only be transported by 
surface vessels. We believe such vessels will not be available when required 
unless the 50-50 provision is continued as an aid to the American shipping 
industry. 

Respectfully yours, 
OmaAR B. Ketcuum, Directo 


Resolution No. 398 


To DEVELOP A WELL-BALANCED AMERICAN MERCHANT MARINE 


Whereas the Veterans of Foreign Wars of the United States has consistently 
and fully supported the Merchant Marine Act of 1926, which establishes the 
national maritime policy for developing and maintaining an adequate and well- 
balanced United States-flag merchant fleet; and 
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Whereas the defense and security of the United States requires an active 
privately owned and operated merchant fleet capable of serving as a naval and 
military auxiliary in time of war or national emergency; and 

Whereas the foreign commerce of the United States employs approximately 
4 million men and women, and the stability and growth of this important trade 
is more secure if a substantial portion of it is carried on American-flag vessels ; 
and 

Whereas the urgency for modernizing our existing merchant fleet is underlined 
by the knowledge that most foreign maritime nations are much more active in 
ship-building than the United States ; and 

Whereas the Soviet Union is rapidly expanding its merchant fleet; and 

Whereas an adequate shipbuilding industry is vital to this country’s security 
and economy ; and 

Whereas the objective of our national martime policy is to develop and 
inaintain a merchant fleet adequate to carry all of our domestic waterborne 
commerce and at least 50 percent of our foreign commerce: Now, therefore, be it 

Resolved by the 56th National Encampment of the Veterans of Foreign Wars 
of the United States, That the Government of the United States take immediate 
steps to accomplish the following objectives in furtherance of the national mari- 
time policy to develop a well-balanced American merchant marine. 

1. Obsolescence in the American fleet should be met over a lengthened period 
of time so as to provide continuous employment for United States shipyards, 
in place of the present “feast or famine” conditions. 

2. Operating payments by the Government for services on essential trade routes 
should be made on a parity basis under contracts that continue through the 
economic life of the vessel, in order to encourage private financing of ship 
construction. 

3. The reserve fleet should be up dated with vessel trade-ins from the active 
fleet, and reserve ships of doubtful use should be scrapped. 

4. The President should make prompt suggestions to the Congress for the 
assignment to an appropriate Government agency of the responsibility for 
rehabilitating the domestic intercoastal and coastwise shipping of the United 
States in accord with the already established national transportation policy, 
adopted by the Congress in 1940. 

5. The Interstate Commerce Commission should adhere to the national trans- 
portation policy adopted by Congress in 1940 by requiring all domestic trans- 
portation rates to be compensatory on a route-by-route—not system—basis and 
by vacating immediately all noncompensatory, loss-leader rates. 

6. There should be a strict adherence at all Government levels to the statutory 
requirement that at least 50 percent of Government-financed cargoes move in 
American-flag ships. The Maritime Administration should immediately launch 
an information program portraying the benefits which accrue to American in- 
dustry and agriculture from the equitable administration of the 50-50 shipping 
law and from the maintenance of a strong and active American merchant marine. 
_ 7. The Maritime Administration, in cooperation with the Department of 
Defense, shipbuilding, and shipowners should establish a vigorous program of 
research in the field of vessel design and propulsion to assure that the United 
States maintains its leadership in this field. 

8 American exporters and importers should be encouraged to use United 
States-flag ships whenever possible thereby reducing the need for Government 
support of the American merchant fleet. 

9. First reliance for ocean transportation should be on private ships, and 
Government carriage of commercial-type cargoes should be limited to the strict 
necessities of national defense. 

10. Congress should amend the Panama Canal Zone Code so as to remove 
from commercial cargoes transmitting the canal the excessive cost burdens 
arising out of— 

(1) losses from noncanal business activities: 

(2) expenses of functions which are the obligation of other Government 
agencies: 

(3) Canal Zone Government expense not properly allocable to tolls. 

11. Existing discriminatory practices of foreign nations detrimental to Amer- 
ican shipping should be eliminated as much as possible. 

12. The United States Merchant Marine Academy and the maritime colleges 
in Maine, Massachusetts, California, and New York should be encouraged and 
supported. 
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LABOR-MANAGEMENT MARITIME COMMITTEE, 
Washington, D. C., February 14, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, House Merchant Marine and Fisheries 
Committee, House Office Building, Washington, D.C. 

DEAR Mr. BONNER: In accordance with our earlier indication, we are happy to 
share with you certain information we were interested in securing on ships sold 
under the Ship Sales Act of 1946. We attach a copy of a communication received 
from the maritime agency on that subject. You will note, among other things, 
the ships by type are set forth separately for four maritime nations—Norway, 
Denmark, United Kingdom, and Sweden. 

Also attached is a statistical report on United States war-built merchant dry 
cargo ships of 1,000 gross tons and over transferred to foreign flags and engaged 
in foreign trade of the United States during calendar year 1954, the last year 
reported to date. Of a total of 1,059 such ships, over half, or 630 ships, were par- 
ticipating in United States foreign trade. Of a total import of 33,418,645 cargo 
tons of dry cargo moving in United States foreign trade, foreign ships carried 
26,654,176 such tons, of which 10,225,456 were carried in United States war- 
built ships. 

As to total dry-cargo exports evidenced by clearances, a total of 46,139,986 dry- 


were carried in United States war-built ships. These figures are likewise broken 
down to show each participating foreign country. For 1955, when Public Law 
i180 was in effect, the figures are not yet available, but it is reasonable to expect 
that United States war-built ships under foreign flag would be greatly in evidence. 
It is of interest to note the 1954 situation with respect to three maritime 
nations, Denmark, Norway, and the United Kingdom presently opposing 50-50 
cargo preferences. Denmark has 9 United States war-built ships, of which 7 
participated in United States foreign trade. Norway had 76 such ships, of which 
58 participated while the United Kingdom has 102 such ships, of which 48 par- 
ticipated in such trade. The figures include both ships sold at reduced prices 
under the Ship Sales Act of 1946 and those transferred otherwise. 
We trust you may find these figures of interest. 
Sincerely yours, 
EARL W. CLARK, 
Hoyt S. Happock, 
Codirectors. 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE ADMINISTRATOR, MARITIME ADMINISTRATION, 
Washington, D.C., February 13, 1956. 
Subject: Sale of war-built ships, Merchant Ship Sales Act of 1946, as amended. 
LABOR-MANAGEMENT MARITIME COMMITTEE, 
Washington, D.C. 
(Attention Messrs. Clark and Haddock. ) 

GENTLEMEN: Reference is made to your letter of February 6, 1956, requesting 
certain data in connection with the sale of war-built ships under the provisions 
of the Merchant Ship Sales Act of 1946, as amended. 

In this connection a summary of United States war-built merchant dry-cargo 
ships of 1,000 gross tons and over transferred to foreign flags and engaged in the 
foreign trade of the United States during the calendar year 1954, has already been 
furnished you by our Statistics and Special Studies Office. 

Listed below is a tabulation of the remaining data that you have requested: 

1. Total ships sold under Merchant Ship Sales Act of 1946, as amended— 


(a) Pereian, parcussers.... -.. .... : : 1, 
(3). American CIBODE. - a3 cn en ene 


13 
13 


] 
S 


Total ; : 
2. Totals under both categories (a) and (Bb) above broken down 


(a) 667, cash (foreign purchasers ) __.___ $687, 971, S29. 06 
446, credit (foreign purchasers) seas __._ 229, 001, 030. 00 
(b) 366, cash (American citizens) —---~_- ; __... dO, 564, 484. 41 
477, credit (American citizens) ee 766, 359. O09 





5S6 


3. Total of outstanding mortgage balance owed by the above as of December 


ol, 


1055 


ee ea ciriiockek hienainiesanenipeii eee $63, 398, 182 
(6b) American citizens -— ~~... -~_ Se Ne lee ae Sed Bashi aa Saladin ins nT Iie: 


+t. Above data separated for— 
Ps ) - sate — 
Norway Denmark United Kingdom Sweden 
aS ey ey Ft 
Amount Num Amount Num Amount Num 4 mount| NU™- 
ber ber ber | ber 
1. Total ships sold_-- 102 19 | 218 f 
2. (a) Cash-_-. $68, 160, 875. 62 62, $13, 952, 361. 97 19|$184, 571, 521. 43 218 3, 864, 460 6 
4h) Credit original 
mortgage 18, 963, 000. 00 4( 
3. Mortgage balance 
Dec. 31 1955 1, 746, 280. 00 


5. Ships by types as sold to— 


oe | United 7 
Norway Denmark iene Sweden 
Cl 27 7 1 
Liberty 45 9 118 2 
C1-M-AV1 13 + 4 
T2 17 51 
VC2-S-AP2 3 12 
VC2-S-AP3 2 
N3 30 
BES canccin chit pp abanematcabiabmaindnceee 102 19 218 6 


We trust that these data will serve your purpose. 


Sincerely yours, 
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WALTER C. Forp, 
Deputy Maritime Administrator, 


SUMMARY 





United States war-built merchant dry-cargo ships of 1,000 gross tons and over 
transferred to foreign flags and engaged in the foreign trade of the 
States during the calendar 


Total number 
of United 
States war- 
built ships 

under foreign 


Design type 


registry entrances Cargo clearances Cargo 
Tons Tons 
C1-A 35 27 7A 343 864 63 244 310 
ae : 2 8 865 3 23, 347 
Ci-M-AV1 oy 57 381 1, 211, 294 343 568, 553 
C1-S-AY1 2 
C2 1] 5 15 39 884 o7 
C3 6 13 a) 59 977 35 
Z-ET1-S-C3 1Y i3 11 432 467 4] 
EC2 C] 619 427 781 6, 774 623 1,017 ss, 
EC2-S-AWI 4 } $ 4) O25 & 
VC2-S-AP2 66 4() 1( 442 673 115 
VC2 AP3 34 0 R4 308. 164 84 
Fort type 29 17 25 173, 479 63 
N3 65 10 76 179. 571 71 
Miscellaneous 46 9 103 210, 670 16 
Potal 1, 059 630 1, 720 10, 225, 456 1, 886 11, 252, 200 


1 Excludes sh 


year 1954 


Number par- 


ticipating in 


United States 
foreign trade 


ips in ballast or not discharging or loading cargo in United St 


Entrances in United 
States ports ! 


Number of 


Clearances from United 


states 


Number of 


a 


ites foreign trade. 






United 


ports 
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In United States flag ships 
In all foreign flag ships 


In United States war-built ships 
In all other foreign flag ships 


Total 
1umber of 
United 


tates 

Flag design type war-built 
ships 
under 
foreign 


registry 


Argentina: 
C3... 

Z-ET1 
EC2-S 
VC2-S 
VC2-S 
N3 


Miscellaneous 
Total 


Belgium: 


9 


LC 
C2 
°C 


Total 


Brazil: 
C1-M-AV1 
N3 
Miscellaneous 


Total 
Burma: Miscellaneous 
Canada: Miscellaneous 
Chile: 
C1-M-AV1..-. 
Cc sean 


9 


Total_- 


'9-S-C] 
2 


S-AP2_. 


( 
I 
V 
N3 
Miscellaneous_-. 


Total__- 
Colombia: 


C1-M-AV1. 
Miscellaneous... 


Cuba: C1-M-AVI1 
Denmark: 


Cl 
EC% 
Vi 


129 


US) 





DSS 


Total 
number of 
United 
States 
war-built 
ships 
under 
foreign 
registry 


Eeuador: Cl 


Egypt: 
C1-S-AY1 
VC2-S-AP3 
Miscellaneous - 


Finland: 


France: 
C1-\N 
EC2-S 


Germany: 


Greece: 
C1-M 

C2 . 
EC2-S-Cl 

M iscellaneous 
Total- 


Honduras: 
C1-M-AV1_. 
EC2-S-Cl1_- 


Total 


Iceland: C1-M-AV1. 


Number 
partici- 
pating in 
United 


States 
foreign 
trade 


Entrances in United 
States ports 


Number of 
entrances 


Number of 
clearances 


110, 315 


“1, 253, 603 
161 1, 363, 918 | 


46| 127,930 | 
19 188, 368 | 


65 | 





India: L 


Indonesia: Miscellaneous... 
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Clearances from United 
States ports ! 


Cargo 


Tons 


308, 272 


312, 772 
11, 400 


7, 076 
6, 257 
1, 420, 945 


1, 434, 278 


64, 798 
254, 423 


319, 221 
11, 781 





Ital 


NE te edcmens = 
Japan: Misce llaneous 


Korea 
l M AV1 
© Cl 
Cc AP2 


Ss 
S. 


Cc 
E 
V 
N: 


3 
Total _- 


Liberia: 
Cl-M-AVI1 
C3 
Z E T1-8-C3 
EC 32-S- Cl 
EC2-S-AW1 
Fort Type 

N3 

Misce Nl: ineous 


Total 


Morocco: C1-M AVI 


10 | 2, 108 | 
164 | 1, 287, 465 | 


52,919 | 
877, 410 | 
40, 025 | 


33, 059 | 
152, 516 
1, 288, 957 7 
20, 495, 





15, 140 
5, 200 


20, 340 


17, 713 
32, 665 
51, 830 
968, 610 
77, 594 
18, 400 
17, 815 
10, 855 


1, 195, 482 
12, 237 








OPERATION . 


Total 
number of | Number 
United partici- 
States pating in 
Flag design type war-built United 
ships States 
under foreign 
foreign trade Number of 
registry entrances 


Entrances in United 


States ports 


Netherlands: 


Yay 


430 
, 849 
RRO 


811 


2, 641 


Nicaragua: N3 
Norway: 
.1-A 


Pakistan: Fort Type---- 


Panama: 
C1-M-AVI1 


_-ET1 
EC2-S 


S 
2-S-Cl 
Fort Type 
I sc cedceicnnsns 7 
Miscellaneous. _---- 


Peru: 
C1-M-AV1_-_- 
VC2-S-AP2..-. 
BR scob baa 


2OU..<..~ 


Philippines: C1-M-AV1__- 


Portugal: N3_- : 
Spain: EC2-S-Cl_._- 


Sweden: 
C1-M-AV1 
C3 
Total 
hailand: N3 
urkey: 
C1-M-AVI1-. 
VC2-S-A P2_. 
N3.... 


Total_ 
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Total 
Tr ero ‘i mibe . . . 
. a . any e Entrances in United Clearances from U1 
tat sation in States port States ports 
Flag design ty] war-built United 
ships States 
under foreign 
foreign trade Number of Tita Number of C 
registry entrances =e learances = 
Union of South Africa: VC2 Tons Tons 
S-A P2 3 3 9 SO, 366 9 51,095 
United Kingdom 
C1-A 1 1 1 
C1-M-AVI1 5 3 8 11, 803 8 
C3 4 2 1 8, 461 3 
EC2-S-C1 78 30 17 102, 454 38 
VC2-S AP2 ll S 1] 53, 281 11 
Fort Type 1 
N3 _ 1 ad a 
Miscellaneous 1 2 10, 182 3 28, 818 
Total : 102 45 39 186, 181 64 451, 952 
Uruguay: C1-M-AV1 2 1 9 30, 274 4 9, 353 
Venezuela: C1-M-AV1 3 d 31 2, 126 29 | 48, 619 
Yugoslavia: VC2-S-A P2 1 1 4 14, 439 3 18, 788 
Others: N3 5 aati 
Grand total 1, 059 630 1,720 | 10, 225, 456 1, 886 11, 252, 200 


2 New York, N. Y., February 16, 1956. 
Iion. Hersert C. BONNER, 
Chairman, Merchant Marine Committee, 
House of Repreesntatives, Washingion, D. C.: 

In connection with hearing conducted by your cominittee we wish to go on 
record in urging the continuance of the provisions of the law prescribing that 
50 percent of the Government-financed cargoes be carried on American-flag 
vessels. Any change in the present law while it would be detrimental to the 
subsidized lines it certainly would critically threaten the very survival of the 
nonsubsidized American merchant marine. 

Respectfully, 
PRUDENTIAL STEAMSHIP CorpP., 
E. T. Harpatoupas, President. 


INDUSTRIAL UNION OF MARINE AND SHIPBUILDING, 
WoRKERS OF AMERICA, AFL-CIO, 
Camden, N. J., February 16, 1956. 
RALPH CASEY, 
Counsel, Committee on Merchant Marine and Fisheries, 
Old House Office Building, Washington, D. C. 
Dear Mr. Casey: Enclosed please find three copies of the statement of this 
union in favor of the operation of Public Law 664. 
Thank you for your courtesy in holding the records open for this statement. 
As soon as possible I will send mimeographed copies for distribution to the 
committee. 
Very truly yours, 
ROSALIND SCHULMAN, Research Director. 


STATEMENT OF INDUSTRIAL UNION OF MARINE AND SHIPBUILDING WORKERS 
9” AMERICA, AFL-CIO 


The Industrial Union of Marine and Shipbuilding Workers of America, AFL 
CIO, is a labor union, admitting to membership all workers employed in the 
shipbuilding, ship repairing, and marine maintenance industries, and in indus 
tries producing marine equipment, and in allied enterprises and industries. 
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This union has a vital interest in the maintenance of an American merchant 
warine sufficient to insure our national security and to protect American indus- 
try and agriculture against the control and manipulation of export markets by 
complete foreign domination of ocean freight rate structures. 

Public Law 664, which was passed by the 83d Congress, and in favor of which 
we testified before the United States Senate Subcommittee on Water Transporta- 
tion of the Committee on Interstate and Foreign Commerce, has had a long history 
in this country prior to its passage. Provision for cargo-aid preference legislation 
has been included since 1948 in no less than eight foreign-aid or defense bills of 
the United States. The present law. just as previous cargo preference legislation, 
only applies if United States bottoms are available at fair and reasonable rates, 
thereby serving to stabilize the rate structure on ocean cargo fleets, and to insure 
the nonmonopoly of carrige of United States Government financed cargo by 
foreign bottoms. 

Like all maritime nations, the United States has a policy of maintaining a 
merchant fleet on the high seas. 

The most important method used by our Government to maintain a merchant 
marine, is to provide construction and operating aid to the maritime industry. 
These subsidies do not guarantee profits to American ship operators. They 
lerely attempt to place our ship construction and operating costs on a parity 
basis with the foreign lower Standard of living countries. In fact. the mari- 
lime aid program is the only one which provides for the return of subsidy 
payments to the Government if business realizes sufficient profit. 

A supplement to the merchant marine subsidy program is the congressional 
mandate which requires that at least 50 percent of certain Government-financed 
cargoes must be carried in United States-flag merchant ships. The 50 percent 
provision has been accepted as an interpretation of congressional intent in the 
wording of the Merchant Marine Act of 1936, which states that United States 
merchant ships should carry a substantial] portion of our foreign-trade cargoes. 
This interpretation has been contained in all post World War II foreign eco- 
nomic and military-aid programs established by Congress. 

The cargo-preference theory is realistic and should be maintained. It is one 
practical way of preventing wasteful overtonnaging and its harmful effects on 
the economies of all maritime nations. Moreover, the 50-50 provision is the 
only real gage for expanding and contracting our merchant fleet in times of na- 
tional emergencies. As the national emergency increases, our foreign economic 
and military-aid programs expand. In turn our merchant marine is expanded 
to the degree of carrying 50 percent of these aid cargoes. Then at the outbreak 
of all-out war we at least have a cadre of ships and men which can be further 
expanded to meet our needs. 

If the American merchant marine did not have cargo preference upon which 
to depend, there would probably not be any American merchant marine. 

There has been a concerted opposition to cargo preference legislation by foreign 
nations, our own State Department, the National Farm Bureau, and other inter- 
ests. Contrary to current propaganda, cargo preference legislation and in par- 
ticular, Public Law 664, is not a discriminatory measure. In the words of Hon. 
Louis 8S. Rothschild, Under Secretary of Commerce for Transportation, before 
this committee: “The reservation of 50 percent of sovernment-sponsored cargoes 
for our own ships does not violate the principle that the purchaser should have 
the right to route the cargo, if he desires, as some seem to believe. It should 
be remembered that in all such sovernment-sponsored cargo, the United States 
Government is actually the purchaser or the guaranteeing agency behind the 
purchaser, even though the cargo is destined for use in a foreign country. How- 
ever, in order to fairly apportion sovernment-sponsored cargo between the United 
States and foreign vessels, the law reserves only half of the cargo shipped for 
United States vessels—the other half being free to move on foreign lines. 

“IT believe, therefore, that the law has not resulted in an unfair advantage for 
United States ships, but to the contrary, results in a justifiable apportionment 
of this noncommercial trafic.” [Italic supplied. ] 

The above statement of Under Secretary Rothschild specifically sets forth the 
main premise which every exponent of cargo preference legislation has recog- 
nized—that the cargoes thus restricted is noncommercial, that it is purchased 
by or guaranteed by the Government of the United States with United States 
money, and therefore that the Government of the United States has the right and 
the duty to specify how it can be shipped. Even so, the Government has not re- 
Stricted the shipment of more than 50 percent of this type of cargo. Also, the act 
clearly maintains that, in case such restriction should cause an unfair and unrea- 





592 OPERATION AND ADMINISTRATION OF CARGO PREFERENCE ACT 


sonable rise in the rate structure of American-flag freight-carrying vessels, the 
restriction will not apply. In other words, monopolization and gouging are not 
permitted to American-flag vessels, in the same way that the operation of this 
law makes a positive effort to insure that they will not be permitted to foreign- 
flag vessels, as occurred at the outbreak of World Wars I and II. 

Some of the very same foreign nations that are compluaining about our cargo 
preference legislation have allowed their own steamship companies to offer rebates 
below agreed conference rates which would be illegal practice by a line engaged 
in trade in this country. It has been claimed that Great Britain, Netherlands, 
Belgium, and Italy are nations which permit rebate practice for their own 
companies. 

Norway has put up an extremely active fight against cargo preference legis- 
lation. One of the main claims of its opposition to such legislation is that this 
constitutes discriminatory shipping practices which could easily result in redis- 
tribution of maritime strength away from the maritime nations of Western 
Europe which are allied to this country through the Narth Atlantic Treaty 
Organization. 

This opposition to cargo preference legislation claims that only the combined 
fleets of all the member countries can be depended upon in case of war and that 
even if Europe was overrun, the largest fleets of the European countries would 
still be available to us. It must, however, be recalled that at the outbreak of 
World War I and World War II, the United States was caught completely short 
of shipping despite the so-called available national vessels. It was only because 
we could build up a large fleet rapidly that we were able to win these wars. 

The legislative director of the American Farm Bureau Federation has claimed 
that the cargo preference legislation is hampering the disposal of Government- 
owned farm surpluses abroad. It is true that several Scandanavian countries 
have balked at this cargo preference law and some States have turned down 
purchases aggregating about $40 million which they might have made if there 
had been no cargo preference legislation. However, we would respectfully point 
out that section 22 of the Agricultural Advancement Act, under which the United 
States has subjected imports of farm production to quota restrictions, has injured 
many more farmers and has injured the foreign market of American manufac- 
turers far more than has cargo preference legislation. 

So far $250 million of the $300 million quota has been programed in the disposal 
of United States surplus foreign commodities. The Deputy Director for Opera- 
tions of the ICA has already told the committee that the shipping provision was 
the least important of the major objections raised against the disposal of the 
remaining $50 million worth of farm commodities, but that price was one of the 
main objections. 

It seems that a number of countries, such as Denmark, New Zealand, and the 
Netherlands have been protesting furiously when American farm surpluses, in 
direct competition with their own output, have been offered. For example, our 
offering of 10 million pounds of surplus butter was in direct competition to both 
Holland and Denmark. These two countries took more exception to our at- 
tempted dumping of butter in direct competition to them, than to our using of 
cargo preference for the carriage of such butter. 

In the light of the increase of farm exports by over 10 percent from 1953 to 
1955, a claim that cargo preference legislation is injuring our farm export market 
is difficult to maintain. 

The Farm Bureau Federation has claimed that it would be willing to support 
additional shipping subsidies to compensate for the loss of shipping revenues en 
tailed in a repeal of the 50-50 Act. However, this would mean that the Govern- 
ment would have to pay the freight on half the cargoes twice, which certainly 
makes no sense. 

The State Department has claimed that the United States should drop its cargo 
preference legislation because of the accelerated tendency in other countries 
toward discriminatory practices, which is sparked by the application of the 50-50 
law to the sale of our farm commodities to foreign countries. However, we re 
spectfully call to the attention of the Congress the fact that other countries, 
particularly the South American countries, have had discriminatory shipping prac- 
tices long before we have had cargo preference legislation. Latin American 
countries have, long before the passage of Public Law 664, favored their own 
merchant fleets through the operations of laws favoring the use of their own ships 
at the expense of foreign competitors even in private commercial transactions. 

Foreign shippers in many cases have been made to pay a tax on freight carried 
by vessels other than those of their own merchant marine. Discriminatory prac- 
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tices have also included and still include such things as currency-exchange con 
trols ; controlled routing of commercial export and import cargoes; berthing pref- 
erences for national ships; higher port charges for nonnational ships; and various 
other inequitable charges and conditions. 

Discrimination in carriage of commercial cargo has not been restricted to Latin 
America. Spain, Canada, the Philippines, France, etc., have all had discrimina- 
tory legislation even applicable to commercial cargo. 

In the light of the above facts, the Industrial Union of Marine and Shipbuilding 
Workers of America, AFL-CIO, respectfully urge the Committee on Merchant 
Marine and Fisheries of the House of Representatives of the United States to do 
everything in its power to insure the maintenance and preservation of Public Law 
664. We fully endorse and support the principles of cargo preference provided in 
such law. The maintenance of a strong American merchant marine is vital for 
the preservation of this country. 


DEPARTMENT OF STATE, 
Washington, D. C., February 7, 1956. 
Hon. Hersert C. BONNER, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

DEAR Mr. BONNER: I have your letter of February 3 to the Secretary requesting 
a copy of a Foreign Service despatch to the Department of Agriculture, prepared 
by the agricultural attaché at the American Embassy, Copenhagen, concerning 
the visit there last fall of Secretary of Agriculture Benson. 

Inasmuch as this is a report to the Department of Agriculture, I have brought 
your request to the attention of the Foreign Agricultural Service of that Depart- 
ment, which has approved my sending the enclosed copy of the despatch to you 
in order to comply with your request as promptly as possible. You will note, 
however, that the newspaper and magazine clippings covering the visit, enclosures 
9-13 of the despatch, were transmitted to the Foreign Agricultural Service by 
surface pouch, and that enclosure 14 was not received with the report. Should 
you wish copies of these enclosures, I suggest that you request them of the 
Department of Agriculture. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary. 
FOREIGN SERVICE DESPATCH 
SEPTEMBER 28, 1955. 
From: Copenhagen. 
To: The Department of Agriculture, Washington. 
Subject: Secretary of Agriculture Ezra Taft Benson’s visit. 


The visit of Secretary of Agriculture and Mrs. Ezra Taft Benson to Denmark 
was covered extensively by the Danish press. The United States Information 
Service to Denmark reported that 85 percent of Denmark’s 243 daily newspapers 
covered the event. (See enclosure 1.) 

The Secretary’s press conference scheduled on Monday evening, September 
5, was an attempt to alleviate some of the apprehension and anxiety in Danish 
quarters regarding the United States conduct in the handling of its farm sur- 
pluses in the realm of international trade. Furthermore, through the conference 
a wide audience reached by the press was given a frank review of the objectives 
of American agricultural policy. Judging from the newspaper accounts that 
followed the press conference, this method of presenting the American position 
met with marked success. Moreover, based on the results of the conferences 
with Danish agricultural and governmental leaders, the visits to farms and agri- 
cultural institutions and on the reactions of the press in general, the Secretary’s 
visit was eminently helpful in creating a better atmosphere for international co- 
operation and for our foreign trade policies in farm products. Based also on the 
experience in Denmark, this office, the Embassy, and USIS certainly encourage 
repeated visits of this nature to foreign countries, both our customers and 
competitors. 

Translations of selected articles appearing in major Copenhagen and provin- 
cial papers are transmitted to FAS as enclosures to this dispatch (enclosures 
2-8). In each instance, the original newspaper article or clipping is transmitted 
n original text, single copy. Attention is directed in particular to the article 
entitled “The Courageous Man on the Hoard of Food and Fiber,” which appeared 
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in Politiken (Radical Liberal), September 6, 1955. This article touches on almost 
every topic brought up in the press conference and also reflects rather faithfully 
the tenor of the meeting. 

Newspaper and magazine clippings covering the Secretary’s and Mrs. Benson’s 
visit and assembled by the USIS are being transmitted to FAS by surface pouch 
(enclosures 9-13). 

Seven copies of an itinerary prepared by this office covering the Secretary’s 
activities during his stay in Denmark are also forwarded as encloseures (en- 
closure 14). 

SHERWOOD O. BERG, 
Agricultural Attaché. 

Enclosure 1: USIS coverage report. 

Enclosures 2-8: Translations selected newspaper articles. 

Enclosures 9-13: Newspaper and magazine clippings (sent by surface pouch). 

Enclosure 14: 7 copies itinerary for Secretary Benson. 


[Enclosure 1] 
UNIS CoveraGe REPoRT—Mr. BENSON’S VISIT 


SEPTEMBER 23, 1955. 

Subject matter: Visit to Denmark by United States Secretary of Agriculture 
Eizra Taft Benson, with Mrs. Benson, September 3-6, 1955. 

Origin: USIS released story August 29 on plans for the visit, and arranged 
press conference for the Secretary at the Hotel d’Angleterre September 5. 

Usage: Coverage by the Danish press was extraordinarily good, with an es- 
timated 85 percent of Denmark’s 243 daily newspapers carrying a total of 529 
items adding up to 5,883 column inches. The following is a breakdown of the 
result: 


Column 
inches 


Clippings 


Copenhagen 
Social Democratic 
Radical Liberal 
Conservative 
Independent 
Communist 
Total 


Provincials: 
Social Democratic 
Moderate Liberal 
Radical Liberal 
Conservative 
Independent 


Total _- 


Grand total 


[Translation] 


{Enclosure 2] 
THE CoURAGEOUS MAN ON THE HOARD OF Foop AND FIBER 


Interview With United States of America’s Charming Secretary of Agriculture 
Who With Audacious Skill Wants To Reorganize—Without Causing any 
Damage 


There were eggs for the breakfast which the United States Secretary of Agri- 
culture Ezra Taft Benson and his wife had here in Copenhagen yesterday before 
a busy day. Mrs. Benson, who is of Danish origin and on Sunday managed to 
find her family’s old home in K¢gge, made the comment that her egg was not 
very good. 

“But it is a Danish egg, you know,” objected the Secretary. 

“Well, then, they must have an American cook in the kitchen,” replied his wife. 
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“PEOPLE EXAGGERATE,” SAID THE SECRETARY 


With this informal and delightful anecdote the Secretary started yesterday an 
interview regarding the reason of his visit. And here we saw this controversial! 
man in American politics who had dared to defy the enormous block of farmers 
and got away with it. Those who met the Secretary yesterday with some un 
pleasant questions up their sleeves came to discover that these questions were 
superfluous. The Secretary started without hesitation on the problem which for 
so long has made the European agricultural countries tremble, i. e., the surplus 
stocks of American agricultural products. As it is known, Ezra Taft Benson 
has made it his goal to solve this problem and the first step has been a reduction 
in the large Government subsidies to American agriculture. 

“It is true that we have Government stocks of surplus commodities and, of 
course, this problem must become part of the picture when during my visit to 
Europe I also take the opportunity to discuss the mutual trading problems with 
the respective Governments. But it is my belief that both in the United States 
of America and in certain other places the size of this problem is exaggerated. 
This, I suppose, happens partly for political reasons, but it should be taken into 
account that only 23 percent of the American agricultural income arises from 
the subsidized commodities.” 


ANGRY FARMERS, BUT IT HELPED 


“Now, please notice what, for instance, has happened to the butter and the 
stocks of other dairy products. Last year I used my authority to reduce the 
butter support price from 90 to 75 percent of parity. Naturally, the farmers 
reacted violently at first, but I thought this policy necessary for several reasons. 
An ominous reduction in the American consumption of cheese and butter had 
occurred while the consumption of margarine kept increasing and the Govern- 
ment stocks of dairy products increased continuously. 

“The reduction in price supports has, however, borne fruit; the consumption of 
butter has increased by 9 percent during the last 15 months and the consumption 
of cheese by 14 percent. Simultaneously the Government stocks of butter have 


decreased from 600 million pounds to now only 130 million pounds. And the 
production of dairy products, which had been continuously increasing, is now 
stagnating with a tendency to fall. In other words, things are becoming more 
balanced and the surplus problem is disappearing as far as the dairy products 
are concerned. After the first drop, the free market prices for these commodities 
are now slightly increasing and the farmers have simply ceased to complain.” 


MILK FROM BUTTER—THE POLITICAL YEAR 


“These years we are investing much work and enormous amounts of dollars in 
agricultural research. We are, for instance, on the point of introducing a new 
milk powder which can be shipped to all parts of the world without cold storage. 
We are finding new markets in the East and in the South and, as a matter of 
curiosity, I can mention that we are delivering butter and milk powder to an 
American factory on the Philippines where milk is produced by stirring and 
mixing the butter and powder with water. Such a practice is defensible in the 
parts of the world where people must do without fresh milk.” 

“In two fields we are fighting with a depressing surplus problem, i. e., with re- 
gard to wheat and cotton. We do not know what next year will bring—it is, as 
you know, a political year because of the presidential election, and I am sure it is 
voing to be a strenuous year, but I will do my best to convince the farmers and 
counteract an inflexibile support policy. The right thing must be a flexible sup- 
port policy which has made it possible for me to reduce the wheat price one step 
this year and possibly another step next year.” 


NO DUMPING, ONLY FAIR AND CONSIDERATE TRADE PRACTICES 


“Of course we want to sell from the surplus stock,” Mr. Ezra Taft Benson 
continued. “But we do not want to injure the world market by knocking the 
bottom out of it; we are not going to use dumping prices, but we are going to do 
trade in a fair, kind and quite manner. We are anxious to pay due consideration 
to Denmark which has a special position among the agricultural countries with 
her exceptionally large export. Our propaganda campaign for butter and dairy 
products in the United States of America has shown that the consumption of 
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foodstuffs can be increased without difficulties and that new markets can be 
opened. Therefore, there is room for trading on a mutually satisfactory basis. 
The consultations I have had and will have with European colleagues will no 
doubt contribute to this and today I have derived much benefit from my conver- 
station with your Minister of Agriculture, Mr. Sm¢grum.” 

Mr. Benson added that in his opinion a solution of the wheat problem would 
require several years. It will take time for the farmers both in the United States 
of America and in other places to bring the enormous production down again. 
With regard to cotton, the situation was that the United States of America was 
left holding the baby, that is, increasing stocks in spite of a decreasing production 
while the rest of the world continued to increase the production and at the same 
time had full storehouses. To balance things off, it was, to some extent, necessary 
for the United States of America to reappear on the world market. 

From European side, the United States of America has been severely criticised 
for the law which sets forth that at least half of exports from the surplus stocks 
must be transported on American ships. Mr. Benson stated that this 50 percent 
clause, which protects American shipping industry, is strongly opposed by the 
American farmers and he himself was of the same opinion. “I have the feeling,” 
he said, “that this law will probably undergo a change.” 


THE WILL FOR FREER TRADE 


“There is also our new duty on bicycles, but with regard to this, people have 
been so tactful during my visit to Europe that I have often had to take up the 
matter myself. In this connection I would like to say that local conditions may 
necessitate temporary tightenings in our trade policy, but not for any longer 
periods of time. In its whole philosophy, the United States Government is aim- 
ing at an expansion of freer international trade,” was the Secretary’s final re- 
mark. 

“Politiken” (Radical-Liberal) September 6, 1955. 

Translator: J. Andersen. 


[Enclosure 3] 
WARNING FROM THE U.S. A.: SALES FROM THE SURPLUS STOCKS 


United States of America’s Secretary of Agriculture has had a conference with 
Jens Smgrum, Minister of Agriculture. Reassures: No dumping 


The United States of America is more and more firmly resolved to get rid of 
the large surplus stocks of agricultural products, and as the domestic market is 
closed for these stocks, the world market has to bear the brunt. Therefore, the 
trip around Europe made by the United States Secretary of Agriculture, Ezra 
Taft Benson, is an expression of more than goodwill. It has to an equal degree 
the character of a sales campaign. 

Mr. Benson had yesterday morning a conversation with his Danish “equal,” 
Minister of Agriculture Jens Sm¢grum, and during the conversation the cards 
were put on the table. Immediately before Mr. Benson’s departure from Wash- 
ington, it was announced that as of January 1, 1 million bales from the cotton 
surplus will be sold and this fact contains a warning about sales also from 
other stocks. Besides the cotton, the stocks of wheat present a large problem. 

Mr. Benson could tell his Danish colleague that the American sales will take 
place in such a way that they do not break down the world market. There 
will be no dumping. Offers will be made at competitive prices and the U. S. A. 
will in advance inform its friends, for instance Denmark and Holland, about 
the various phases of the campaign. 


THE 50-PERCENT CLAUSE, A MUTUAL ENEMY 


During the conversation between the two Ministers it was natural to 
mention the American 50-percent shipping clause. This was the reason why a 
sale from the American wheat stocks to Danish buyers failed earlier in the 
year. 

Mr. Benson—like the farmers in the 48 States—is against the freight clause, 
but at a meeting with the Danish press later in the day he could express only 
a weak optimism with regard to the chances of abolishing the clause. But 
perhaps the chances are improving after so many Senators having been to 
Europe this year. 
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Mr. Benson referred to his conversation with Jens Sm¢rum as being extremely 
satisfactory. On the whole, his travel had so far (he has already visited 
Holland) been “more than satisfactory.” 


COTTON AND WHEAT—THE TOUGH NUT 


Mr. Benson summed up briefly the surplus problem. The million bales of 
cotton which will soon appear on the world market is short-fibered cotton while 
industry in most places has started using long-fibered cotton. Even if we should 
succeed in selling this quantity, a number of years will pass before we have any 
hopes of having disposed of the stocks. The same thing applies to wheat for 
which the difficulties are even a bit worse. It does not make the prospects 
brighter that we are now entering a “political year” and that demands have 
been made for support at permanent parities for the basic raw materials among 
which are cotton and wheat. 

This must annoy Mr. Benson so much more as he has had quite good success 
in managing another branch of the surplus problem—the dairy products—by 
means of a flexible support price policy. 


“OUT OF THE WOODS” WITH RESPECT TO BUTTER AND CHEESE 


About this he stated: 

“On April 1 last year I had an arrangement made whereby the Government 
was allowed to sell from the butter, cheese, and milk powder stocks at prices 
between 75 and 90 percent of parity. Of course, prices dropped immediately 
and I was accused of wanting to ruin the farmers. But during the past 15 
months it has turned out that the consumption has increased (butter 9 percent 
and cheese 14 percent) so that a stock of more than 600 million pounds butter 
has been brought down to 130 million pounds and in such a way that there is 
now a balance between production and consumption at a price which is a 
little higher than before. When I now meet a Congress committee, they ask 
me all sorts of things—but not about dairy products. On that point we are 
‘out of the woods’ as we say.” 


NEW METHODS EXPAND THE MARKETS 


Furthermore, Mr. Benson stated how the administration is spending in- 
creasing amounts on research work, which is to result in expanded possibilities 
for utilizing the agricultural products, and on market analyses so that in both 
these ways the market for agricultural products can be enlarged. 

A method has just been invented by which milk powder can be sent all over 
the world without being shipped in cold storage. Also various juices are now 
produced in the form of powder whereby shipment is considerably simplified 
and consumption stimulated so that the surplus problems can solve themselves 
in this manner. 


“Bérsen” (Commercial), September 6, 1955. 
Translator: J. Andersen. 


[Translation] 
{Enclosure 4] 


THE UNITED STATES OF AMERICA Must Now DIspose or Its ENORMOUS 
STOCKS OF WHEAT, SAYS Mr. BENSON 


The United States Secretary of Agriculture announced at meeting in Copen- 
hagen that the 50-percent shipping clause may be abolished in connection with 
disposal of the surplus stocks. 

Europe will not be flooded with American wheat at dumping prices, but we 
have enormous stocks and must dispose of them if the grain is not simply to rot 
away, said the United States Secretary of Agriculture, Ezra Taft Benson, when 
last night—at the end of his visit to Denmark—he explained the purpose of his 
round trip in Europe. 

The Secretary, who had just returned from a trip to North Zealand, together 
with his colleague, Jens Sm¢grum, did not make a secret of the fact that in the 
coming year the United States of America will attempt to dispose of the large 
stocks of wheat and cotton which now cost the country about $1 million daily— 
in storage rent alone. 
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“T can assure you, “Mr. Benson underscored, “that it will be a matter of selling 
at honorable prices, and it was, among other things, this question I have just 
had the opportunity to discuss with the Danish Minister of Agriculture.” 


ANNOUNCED CHANGE IN THE 50-PERCENT SHUIPPING CLAUSE 


In connection with disposal of the surplus stocks, Ezra Benson announced that 
there will probably soon be made a change in the American law according to 
which 50 percent of the goods have to be shipped to Europe on American ships. 
“I have,” said Benson, “strongly recommended a change, and I know that I am 
supported by several Senators who have recently visited Western Europe.” 

“Of course, it is up to Congress to make the final decision, but there is an 
increasing feeling that we have to modify our demands if we shall have any 
hopes of selling. The 50-percent clause stems from the time when the United 
States of America sent large shipments to Europe as a gift. Now the conditions 
have changed, and it is matter of actual trade.” 

One got a vivid impression of the campaign the United States of America has 
set in motion in order to overcome the surplus problem. The Secretary stated 
that the most effective weapon was the reduction in Government subsidies to agri 
culture. It has been possible to cut down the subsidies from 90 to 75 percent. 
The development during the postwar years had been particularly unfortunate 
in the United States of America, where the production kept increasing while 
consumption of refined agricultural products was decreasing. The effect of the 
reduction in subsidies has, however, been rather prompt—particularly with 
regard to dairy products. Here balance has now been restored between produc- 
tion and consumption, and in 15 months the surplus stock of butter has decreased 
from 600 million to 130 million pounds. Also, with regard to cheese and dried 
milk, the situation has improved considerably. Within 1 year the consumption 
of butter has increased by 9 percent, while the increase in cheese consumption 
amounted to 14 percent. 

The Secretary mentioned the scientific support agriculture received in the 
United States of America. This research work may very well influence the world 
trade. “At the moment we are producing a new milk powder which can keep 
fresh for a long time and be used everywhere in the world,” stated Ezra Benson 
“Tt endures heat without spoiling, and we have produced a new tomato powder 
with the same good characteristics.” Benson, who is today continuing his travel 
to Paris, where he is going to meet with the American Agricultural Attachés of 
Western Europe, finally expressed his enthusiasm for Danish agriculture. “A 
better hog-progeny testing station than the one you have at Roskilde is not to 
be found in the whole world,” he said. Before going home, Ezra Benson will, 
besides Paris and Rome, also visit Bern, where he, as one of the Mormon com- 
munity’s 12 apostles, will inaugurate Europe's first Mormon temple. 

“Dagens Nyheder” (Conservative), September 6, 1955. 

Translater: J. Andersen. 


[Translation ] 


{Enclosure 5] 
WE ARE GoINnG To SELL WHEAT, BUT ON FatR TERMS 


Interview with the United States Secretary of Agriculture about the problems of 
surplus stocks 


United States of America’s Secretary of Agriculture, Ezra Taft Benson, did 
not seem to beat around the bush on any point when yesterday he received the 
press at his hotel to answer—and to ask—questions. He spoke with great open- 
ness about the current problems, and even at the question of United States of 
America’s disposal of the enormous surplus stocks of wheat and cotton he did 
not lose the power of speech. 

First the Secretary of Agriculture expressed his pleasure at visiting Denmark. 
This is by no means his first visit as he was in this country already in 1923 and 
again several times during the years after the war. This was, however, the 
first time he had had the opportunity to bring his wife, and the stay in Denmark 
is a special pleasure to her as she wanted to look for relatives in the vicinity of 
Keége. She did not manage to find any living Danish relatives but she found 
her father’s childhood home from where she is taking back a couple of souvenirs 
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BALANCE BETWEEN PRODUCTION AND CONSUMPTION 


“What is endeavored in American politics,” said the Secretary of Agriculture, 
“is to find balance between production and consumption. Everything is done 
to solve the surplus problem. 

“One of the methods which has proved most effective in solving the problem 
is a reduction of the Government subsidy to agriculture from 90 to 75 percent 
of parity. Results have first of all been achieved with regard to dairy products 
where balance has been restored between consumption and production. During 
the last 15 months, the stocks of butter have thus been reduced from 600 million 
to 130 million pounds and also in respect to cheese and dry milk the situation 
has improved considerably. 

“The price decrease, which was the first reaction to the reduction in sub- 
sidies, has been followed by a price increase for the products concerned so that 
prices are not exceeding the normal level, It has helped the sales that about 
$5 million are spent every year on propaganda for larger consumption of dairy 
products.” 


WHEAT AND COTTON 


“Contrary to the dairy products, we do not stand quite so well with regard 
to our stocks of wheat and cotton,” the Secretary of Agriculture continued 
‘These are still far too voluminous and we cannot go on indefinitely keeping 
these enormous stocks. Our daily costs of storage amount to about $1 million 
and this means that the stocks are gradually eating themselves up. 

“Tt is, of Course, only natural that we are keen to sell, but when it happens 
it will be on fair terms. We will not start dumping other countries. But it is 
only natural that we want our share in the world trade. 

“The background of the United States of America’s present situation is that 
we did everything during the war to increase the production of grains and 
cotton. We succeeded beyond all expectations and when the war ended we con- 
tinved to support the large production. Gradually, however, other countries, to 
which we were exporting, got started on their own production, and we continued 
our support policy. Now we have the result. I would like to say, however, that 
stocks of a reasonable size are a very great asset to the free nations, but every- 
thing in moderation. It will be a matter of years before the problem is solved 
und the stocks brought down to a reasonable size.” 

With regard to the shipping problem, Taft Benson was of the opinion that it 
should be endeavored to get away soonest possible from the regulation that 50 
percent of the goods shipped from American ports have to be transported by 
American ships. Gradually, as trade conditions have returned to normal, the 
regulation has lost its significance. No doubt, there will soon be made a change 
on this point, but it is up to Congress to take care of this problem. 

“Barlingske Tidende” (Conservative) September 6, 1955. 

Translator: J. Andersen. 


[Translation ] 


[FEnelosure 6] 


PHOTOGRAPH 
Mr. Ezra Taft Benson, United States Secretary of Agriculture, photographed 
yesterday visiting Mr. Smgrum, Minister of Agriculture. In the middle Com- 
missioner Brersen 


United States of America’s Secretary of Agriculture: 


No SurRPLUS STOCKS AT DUMPING PRICES 


Two encouraging statements by Secretary Benson during his visit to Copenhagen 
> ] £ 


The American Secretary of Agriculture Ezra Taft Benson, who is. at present 
making a round trip of Europe in his capacity of Secretary of Agriculture and 
at the same time participating the big Mormon travel, had two very interesting 
things to say when yesterday he negotiated in Copenhagen with Minister of 
\criculture Smgrum and afterward made a statement to the press. 
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First he wished to assure that the American surplus stocks of wheat are not 
going to be thrown into the market at dumping prices. They will be offered 
at what Mr. Benson called “decent prices.” 

Secondly—and not less important—he wished to say that there are reasons 
to expect a change in the American demand for 50 percent of the commodities to 
be shipped to Europe by American boats. I know that many Senators who 
have visited Europe support me in this respect. There is an increasing feeling 
that we have to yield on this point if we are to hope for any sales, he said. 


“UNIQUE IN THE WORLD” 


Taft Benson gave an account of the special American problems in connection 
with the surplus stocks. The most effective measure in limiting these stocks 
has been a reduction of the Government subsidies to agriculture from 90 to 75 
percent of parity. During the postwar years, however, production has been 
increasing simultaneously with a strongly decreasing consumption. The reduc- 
tion in subsidies has, however, provided a balance as far as the dairy products are 
concerned. To start with, the subsidy reduction caused a heavy drop in prices, 
but now the prices have increased again and are today higher than before the 
reduction. 

After the negotiations with Minister Sm¢rum in the Ministry of Agriculture, 
Taft Benson was yesterday, together with Minister Smgrum, on a trip to the 
government experiment farms in North Zealand and to the hog progeny testing 
station at Roskilde. The latter in particular made an impression on the Amer- 
ican Secretary of Agriculture—‘“It is unique in the world,” he said. 

““Jyllands Posten” (Conservative) September 6, 1955. 

Translator: J. Andersen. 


[Translation] 


[Enclosure 7] 
Visit py UNITED STATES SECRETARY OF AGRICULTURE 
PHOTOGRAPH 


United States Secretary of Agriculture Ezra Taft Benson has visited Denmark 
for a few days. For Danish agriculture, large problems are connected with 
United States of America’s agricultural policy. Therefore, it may be said that 
the Secretary’s time here was too short. It must, however, be added that the time 
was fully utilized and that the Secretary showed a warm interest in what he 
saw and heard. On September 5, Mr. Benson looked into Danish agriculture 
together with his Danish colleague Jens Sm¢grum and representatives of the 
agricultural organizations. Among other things, a visit was paid to Smallholder 
Peter Madsen, Lynge, in North Zealand and that is where our picture is taken 
From the left is seen Mrs. Benson and Mr. Benson, Mrs. Madsen and Pete: 
Madsen, Mrs. Smgrum and Jens Sm¢grum. The United States Secretary of 
Agriculture said that what had made the deepest impression on him was the good 
spirit of cooperation in the Danish farm homes. 

“Husmandshjemmet” (periodical of the smallholders) September 13, 1955. 

Translator: J. Andersen. 


[Translation] 
[Enclosure 8] 
UNITED STATES SECRETARY OF AGRICULTURE VISITING DENMARK 


The United States Secretary of Agriculture, Ezra Taft Benson, who is at 
present on a 3 weeks’ round trip in Europe, came last Saturday to Copenhagen 
Mr. Benson, who has previously visited Denmark and who is married to a daugh 
ter of an emigrated Dane, stated at his arrival at Kastrup that no visit to Europe 
is complete without including Denmark. “The natural spirit of cooperation 
which animates the Danish people, has had its practical expression in the coo} 
erative movement and has been an inspiration to other people. I have through 
many years worked for the American cooperative movement and highly appr‘ 
ciate its significance.” 
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On Monday afternoon the United States Secretary of Agriculture, accom- 
panied by Minister of Agriculture Jens Smgrum, was on a round trip to North 
Zealand visiting, among other things, the hog progeny testing station at Ros- 
kilde. The work of the experiment station was explained by Prof. Hjalmar 
Clausen and had Mr. Benson’s undivided interest. 

On Tuesday the Secretary continued to Paris. 

This picture was taken at the hog progeny testing station in Roskilde. From 
the left is seen Prof. Hjalmar Clausen, Secretary of Agriculture Ezra Taft 
Benson, Minister of Agriculture Jens Sm¢grum, Director Finn Thégersen, Chief 
of Section H. J. Christensen, and the American Agricultural Attache Sherwood O. 
berg. 

“Andelsbladet” (periodical of the cooperative movement) September 8, 1955. 

Translater: J. Andersen. 


Mr. Greene. Mr. Chairman, thank you on behalf of the American 
merchant marine. . 

Mr. Srvarr. Thank you on behalf of the American tramp ship- 
owners. 

(Whereupon, at 11:50 a. m. the committee was recessed, and the 
hearing was closed.) 
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